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Abstract 
 
The dissertation uses a new institutional economics approach to determining the pros and 
cons of business activities at the base of the pyramid (BOP) for the poor and for public and 
private sector organisations.  It uses the findings to develop a model of which facilitation 
options development agencies can use in order to strengthen the corporate presence at the 
BOP.  
The dissertation highlights institutional and organisational changes in the perception of 
responsible business and the related rationales.  Thus it gives a picture of an international 
scene where the role of the private sector has expanded from mainly focusing on profits to 
including concerns for stakeholders in their surroundings.  
It is argued that corporations can play a larger role for the development of the conditions 
affecting the lives of the people living at the base of the economic pyramid in an 
economically sustainable manner. Profits can be generated despite the many constraints 
for doing business at the BOP, or maybe because of them. The constraints means that 
corporations have to drastically alter their management models in order to reduce prices 
and ensure delivery and marketing in difficult contexts. Furthermore it is essential to have 
a model that allows for continuous implementation of innovations achieved in cooperation 
with local partners at the BOP. Strategies to become more locally embedded are needed in 
order to secure affordability, availability, acceptability and awareness of the products or 
services and thus secure the relevance of the products to the people at the BOP. When new 
learnings and innovations are implemented and new products or services developed, the 
company can leverage the full economic potential by introducing relevant products 
developed at the BOP to developed markets and to use the BOP projects as examples that 
serves the corporate image and branding of their products. By linking the BOP initiatives to 
the corporate CSR strategy more patient capital can become available within the 
organisation and allow it to engage in increased experimentation and innovative 
partnerships at the BOP. 
Maria Cecilie Pautsch Weischer 
BASE OF THE PYRAMID FACILITATION IN THE PUBLIC-PRIVATE SPHERE 
 
 
iv 
 
However the BOP theory is new and is not yet widespread, and furthermore many 
corporations are reluctant to invest at the BOP due to the high transaction costs. The 
dissertation argues that an enabling environment for business activities including pursuing 
good governance and a framework of public tools within the roles of mandating, 
facilitating, endorsing, partnering and demonstrating can help attract a broader spectrum 
of corporations and direct the initiatives in line with development goals. Still, the 
government might lack the capacity to implement and enforce the supportive regulatory 
framework which is why the thesis states that there is an important role to play for 
international development agencies.   
Therefore, it is argued that development agencies can enhance their objectives of poverty 
reduction and human development via the development of BOP programmes aimed at 
promoting responsible business activities for the poorest groups at the BOP. The BOP 
programmes should initiate BOP projects in targeted countries in cooperation with 
corporations in order to strengthen the development effects. The agencies’ roles should 
focus on reducing the main constraints of limited market information, ineffective 
regulatory environments, inadequate physical infrastructure, missing knowledge and skills, 
restricted access to financial products and services, and corporate need for short term 
profit. In addition the programmes should aim for reaching the development goals by 
making sure that the BOP projects reach the poorest BOP segments; that CSR efforts are 
incorporated in practices and community-wide; that broad development effects at the BOP 
is secured; that there is assurance that the BOP projects would not be able to be carried out 
without assistance; and that the sustainability of the project is secured. The model of BOP 
facilitation roles are developed on the base of these main constraints and the development 
goals.  
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1. Introduction 
 
The rapid economic development that has taken place over the last decades has in many 
ways not significantly changed the lives of the majority of the world’s more than six billion 
people. However undoubtedly, the greater part of people has somehow, be it positively or 
negatively, been affected by the development, the increasing globalisation and the new 
social, political and economic rules and opportunities this has brought along. These new 
conditions have enabled some people to improve their life situation in terms of income and 
access to healthcare, education etc. Nevertheless, for many people the changes have been 
so small, none or sometimes negative that for some this has meant stagnation or a drop in 
living conditions. This very unfortunate situation is a concern for many actors worldwide, 
including international organisations and development agencies that have as objectives the 
improvement of living conditions, empowerment of people and the alleviation of poverty. 
The widely internationally expressed wish to positively change the lives of the people living 
in poverty has among others resulted in the eight Millennium Development Goals (MDGs) 
agreed to by the world’s countries and the world’s leading development agencies1. The 
MDGs act as guiding principles to the various development efforts carried out by 
governments, NGOs and donors around the world. The MDGs addresses the following 
topics: ‘End Poverty and Hunger, Universal Education, Gender Equality, Child Health, 
Maternal Health, Combat HIV/AIDS, Environmental Sustainability and Global Partnership’. 
These topics are seen as the primary issues that have to be addressed in order for 
improving the conditions of the lives of millions of people. 
 
Governments, NGOs and donors have limited resources and cannot facilitate all these 
changes on their own and this, together with a change in mindset in the development 
community, has led to an increased focus on the role of the private sector in creating 
opportunities for development and empowerment. Thus development agencies are 
increasingly looking into the possible synergy effects that can arise from various forms of 
                                                         
1 http://www.un.org/millenniumgoals/ 
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cooperation with the private sector. The cooperation can take many forms but have 
traditionally involved contracting out tasks such as procurement, construction, research 
and evaluations. However during the last decade a whole new set of cooperation options 
with the private sector has arisen. This involves the support to strengthening corporate 
social responsibility (CSR) and to developing better business links and thus creating jobs 
and knowledge spill-over effects through, for example, Business to Business (B2B) 
programs and Public Private Partnerships (PPPs). By integrating the private sector into the 
development efforts the number of agents actively working towards reaching the MDGs 
increases.  
  
However it is not only the development agencies’ objectives to increase the scope and pace 
of the development effect that pushes for an increased presence of private sector agents in 
the developing world. The search for profits often leads companies towards exploring new 
opportunities in terms of products, markets and methods. Globalization has increased 
foreign direct investment (FDI) across borders and oceans, and branches and production 
units have been established even in some of the world’s poorest countries. Unfortunately 
the search for profit and opportunities has often avoided the poorest areas, the base of the 
pyramid (BOP), which has tended to be neglected by especially medium and large 
multinational corporations (MNCs).  
Whether the by-passing of the BOP results from sound cost-benefit analysis or if it 
sometimes is based on assumptions that there simply are not any opportunities is a subject 
of discussion. Advocates for the BOP-theory argue that there is great untapped potential at 
the base of the pyramid; it is just a matter of company will and efforts to co-develop 
products and processes together with the local communities. The BOP-theory addresses 
the heterogenic demography of poor people in the world and underlines the importance of 
a change in the approach to working with impoverished people, including an open mindset 
to various forms of cooperation, new management systems and new products and uses 
thereof. 
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Entering into the BOP and achieving success is not uncomplicated; it takes significant time, 
money, knowledge and effort. However the integration of BOP initiatives into companies’ 
CSR efforts might allow for these projects to become reality through extending the 
objectives of the BOP initiatives from short term profit-generation into including local 
development. Additionally BOP initiatives opens up for another potential partnership 
between development agencies and the private sector. The development agencies have a 
lot of competencies in terms of experience, network, funds, etc., which could be relevant for 
developing economically sustainable BOP projects with positive development effects and 
mutual learning as the objectives.  
Research question  
This dissertation addresses how the development agencies can help facilitate public-
private BOP cooperation, and it is guided by the following research question: 
Which forms of potential cooperation between development agencies and the 
private sector can be established in order to facilitate development-oriented 
business activities in the Base of the Pyramid? 
The dissertation focuses on the development potentials arising when companies apply the 
BOP approach and analyses which forms of cooperation can be used by development 
agencies to strengthen responsible and development-oriented operations in the BOP. Thus 
the dissertation is arguing for integrating the BOP initiatives and the corporations’ CSR 
strategies and for integrating BOP initiatives into international development efforts. 
Besides addressing the development effects, the thesis will have a two-sided approach. 1) 
On the one hand it will address ways of how companies, through inclusive BOP business 
models, can make investments in the BOP segment of developing countries economically 
sustainable and contribute to pro-poor development. 2) On the other hand the dissertation 
will analyse the means by which the development agencies can facilitate and enhance the 
private sector’s participation in and effect on BOP-development.  
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This two-sided approach helps shed light on the pros and cons of current ways of 
addressing the private sector’s role in development of the BOP and helps bring about 
suggestions for potentially cooperation solutions for the future. 
Sub questions 
In order to operationalise the research question three sub questions will guide the analysis: 
1. How can the private sector contribute to pro-poor development in the BOP? 
2. Which opportunities does it introduce if using the BOP approach as part of 
development administration?  
3. What kind of public regulation and incentives-setting initiatives can enhance 
effective private participation and enable companies to make better and more 
responsible investments in the BOP?  
The sub questions will guide the analysis of the links between the development agencies’ 
objective of alleviating poverty and creating sustainable development and the private 
sector’s BOP initiatives.  
The use of the sub questions will be elaborated on in the chapter presentation. 
Methodology 
The sub questions will guide the research and will thus form a frame for the chapters in the 
dissertation. In this section the research strategy used will be addressed in the Chapter 
presentation; the theoretical foundation for the analysis in the section on the Theoretical 
frame; and the specific method used in the section on Methods. The research strategy and 
the theoretical and analytical frames all place some natural delimitations on the analysis, 
which will implicitly be apparent throughout this section on Methodology.  
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Chapter presentation 
The first chapter, besides the introductory presentation of the topic, consists of a discussion 
of the method including the analytical framework used to analyse the research question. In 
addition to this, the chapter contains a presentation of the theoretical frame for the 
dissertation.  
After the introduction of the topic, the method and the theoretical frame, the dissertation’s 
second chapter focuses on the Base of the Pyramid (BOP) theory. The chapter is based on 
the first sub question: “How can the private sector contribute to pro-poor development in the 
BOP?". Thus what constitutes the causes and effects in the BOP theory is addressed; e.g. 
what is the motivation for companies to enter into the BOP, what is expected from the 
companies when entering and what are the potential development effects. Chapter two 
addresses the dependent variable of the research question i.e. the “development-oriented 
business activities in the Base of the Pyramid”. 
The third chapter addresses the parameters of the public sector’s potential initiatives for 
facilitating a larger role for the private sector in development, i.e. the causes and effects as 
well as the motivation. The chapter analyses sub question 2 and 3; “Which opportunities 
does it introduce if using the BOP approach as part of development administration?” and 
“What kind of public regulation and incentives-setting initiatives can enhance effective 
private participation and enable companies to make better and more responsible investments 
in the BOP?” respectively. Thus chapter three sheds light on the independent variable of the 
research question; that is the “potential cooperation forms between development agencies 
and the private sector” that can affect the dependent variable.  
Finally the dissertation is completed by the conclusion where the key research findings are 
summarised in order to give a brief and concise answer to the research question. 
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Theoretical frame 
In this section the theoretical frame of understanding for the dissertation is presented in 
order to shed light on the background on which the research question and the analysis 
thereof are based.  
The frame of understanding of the dissertation originates in the New Institutional 
Economics approach, and both the BOP and public sector roles theory can be understood 
within this theoretical frame. Furthermore the understanding of the core concepts of 
poverty, development, sustainability and corporate social responsibility (CSR) are 
explained because of their centrality for the subject.   
It is important to note that I have a background in social science-based public 
administration studies, which is why the theoretical frame originates in institutional 
theory. Traditionally BOP theory is addressed from a business management approach. This 
different approach can bring about new aspects of addressing the BOP by suggesting 
cooperation opportunities with the public sector, which can contribute to more sustainable 
solutions with a CSR focus and with potentially better development effects.  
New Institutional Economics 
New Institutional Economics (NIE) originates in the neoclassical tradition of economic 
theory based on maximisation. NIE theory has been developed in different directions; 
roughly dived into two main schools following Oliver E. Williamson and Douglas C. North 
respectively. Williamson’s theory is centred on institutions (organisations in the terms of 
North) and their creation which is due to their ability to economise on transaction costs2. 
However, North is taking NIE3 a step further away from neoclassical economics by 
distinguishing between an overall institutional level and organisations, and allowing for 
bargaining power to play a role for the organisations’ objectives. It is the thoughts of 
Douglass C. North that are followed in this dissertation. This NIE approach agrees with the 
neoclassical assumption on scarcity and the competition arising there from, but the theory 
                                                         
2 C. Knudsen 1993. 
3 From now on NIE is referring to the thoughts of Douglas C. North. 
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furthermore contains implicit criticism of some of the principal neoclassical assumptions 
which are criticised for neglecting not only organisations but: 
“it ignores institutions and time, it neglects transaction costs, the role of ideas and 
ideologies as well as that of the political process vis-a-vis the economy, and, finally, its 
concept of rationality” (Chavance, B. 2009: 49) 
In NIE institutions, and thus economies, are path dependent and affected by bargaining 
strength due to the cost of transacting. 
Core NIE frame of understanding 
The New Institutional Economics frame of understanding is based on the core concepts 
that hold implicit the epistemological and ontological aspects of the approach. The core 
concepts are bounded rationality, institutions, organisations and transaction costs.  
Bounded rationality 
Individuals can only have limited knowledge, limited access to information and limited 
capacity to process information due to the uncertain context of most economic and political 
decisions. However within this limited scope of knowledge and capacity an individual will 
have a maximising behaviour when making decisions4. Thus individuals have maximising 
behaviour based on bounded rationality, however what is considered rational is dependent 
on the mental model that the individual or organisation is a part of:  
“Much of what passes for rational choice is not so much individual cogitation as the 
embeddedness of the thought process in the larger societal and institutional context.” 
(North, D. C. 2005: 24) 
Thus society consists of individuals that are restricted by bounded rationality and their 
behaviour is affected by the institutional framework that together with history and context 
makes up the mental model:  
“Individuals possess mental models to interpret the world around them. These are in 
part culturally derived--that is produced by the intergenerational transfer of knowledge, 
                                                         
4 Chavance, B. 2009. 
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values, and norms which vary radically among different ethnic groups and societies. In 
part they are acquired through experience which is "local" to the particular 
environment and therefore also varies widely with different environments. Consequently 
there is immense variation in mental models and as a result different perceptions of the 
world and the way it "works." And even the formal learning that individuals acquire 
frequently consists of conflicting models by which we interpret the world around us. 
Individuals make choices on the basis of their mental models. Individuals do learn, and 
changes in mental models stem from outcomes inconsistent with expectations […]” 
(North, D. C 19931: 1) 
This goes against the neoclassical understanding of instrumental rationality with perfect 
information, and where economies are characterised by efficient markets, which makes 
institutions unnecessary and ideas and ideologies insignificant5. According to NIE limited 
information and mental capacity results in human action being restricted by human beings 
via institutions as a bounded rational way to structure exchange. The institutions are thus 
formed by humans’ rational assumptions affected by the mental model6.  
Institutions and Organisations 
Organisations are entities such as firms, political bodies, trade unions and the like. 
Organisations consist of groups of people that are ‘bound by some common project to 
achieve objectives”7, these can be political bodies, economic bodies, social bodies and 
educational bodies 8 . The organisations’ objectives and maximising behaviour are 
determined by the opportunities available to them, these opportunities are affected by 
constraints such a budget and technology but also by institutions. In order to survive the 
competition organisations invest in skills and knowledge, which again will affect the way 
they perceive opportunities and thus choices9.  
Institutions are the “rules of the game” and they define and limit the choice set available for 
organisations and individuals. D. C. North defines them as “the humanly devised constraints 
that shape human interaction”, thus institutions form a framework of formal rules; 
informal constraints such as norms of behaviour and conventions; and enforcement 
                                                         
5 North, D. C 19931. 
6 Ibid. 
7 Chavance, B. 2009. 
8 North, D. C 19931. 
9 Ibid 
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characteristics of both10. Therefore what organisations see as important skills and 
knowledge are determined by the institutional framework. Bargaining power plays a 
crucial role in the creation of institutions, especially the formal rules, which in terms are 
not necessarily socially efficient and thus contributes to increasing the costs of transacting. 
Institutions, however, are not fixed; they can be changed over time. When organisations 
obtain the knowledge and skills that will enable them to continue to exist they will alter the 
institutional framework gradually. Formal rules are directly changed by intentional action 
of political, judicial and economic bodies because individuals or organisations see a 
restructuring of transactions as relevant and profitable. Hence the level of competition 
between organisations affects their learning, which is one of the main sources of 
institutional change. Informal rules or norms, however, are changed more indirectly and 
gradually. Thus the kinds of skills and knowledge that are useful to acquire in order to 
maximise your success given by the constraints and institutional context will define the 
evolution of the economy11: 
“The process is incremental, an ongoing ceaseless result of myriads of decisions by the 
entrepreneurs of political and economic organizations that shape the long-run direction 
of societal change.” (North, D. C 19932: 243) 
Related to this is the economic performance of countries, which according to NIE is 
determined by the effectiveness12 of the way in which the enforcement of agreements is 
carried out across time and space13. 
Transaction costs 
Imperfect information and unsecure property rights results in costs of transactions, which 
constitute a large part of the total costs14 of operating a company because of the complexity 
                                                         
10 North, D. C 19932 and North, D. C 19931. 
11 North, D. C 19932 
12 D. C. North distinguishes between two types of efficiency: The traditional allocative efficiency based on the 
outcome of goods that reflects the wishes of the consumers, and the adaptive efficiency, that is, flexible 
institutional structures that can survive shocks and changes that are a part of a successful evolution. 
(Chavance, B. 2009) 
13 Ibid. 
14 The production and transaction costs. 
Maria Cecilie Pautsch Weischer 
BASE OF THE PYRAMID FACILITATION IN THE PUBLIC-PRIVATE SPHERE 
 
 
10 
 
of the transactions and the resources it takes to define and put the transaction agreements 
in force: 
“... in the context of individual wealth maximizing behaviour, and asymmetric 
information about the valuable attributes of what is being exchanged (or the 
performance of agents), the costs arising from transacting are a fundamental influence 
on economic activity.” (North, D. C 19932: 244) 
Goods and services all have a range of valuable attributes that are costly to evaluate 
because they have to be defined in order to be transferable in exchange and to be 
protected15. The attributes can be related to property rights and other physical aspects 
such as location and size. Often times the transactions are not repeated, not carried out 
with agents well known to the organisation, or carried out between many organisations, all 
of which contributes to making the transactions very complex and costly16. Institutions can 
both contribute to lower or to raise the transaction costs, this is through “the structure of 
property rights, the effectiveness of the courts and the judicial system, and the 
complementary development of voluntary organizations and norms”17. Transaction costs 
are thus not only affected by the scarcity of resources and imperfect information; the 
complexity of transacting is also very much a result of the rules and norms set by 
institutions and carried out by organisations. 
Following the NIE approach can explain how a society works, transacts and changes, 
however the theory that human behaviour is maximising, yet implicates that it is within a 
frame of bounded rationality with objectives defined by the institutions and mental models 
that human beings are a part of. Therefore as a scientist, one can analyse the agents and the 
institutional matrix in which they are set, but it is not possible to go beyond the mental 
models and claim that one set of objectives are guiding all human beings and thus 
organisations. The maximising behaviour is a characteristic of all, but defines the objectives 
towards which human beings and organisations are maximising, these are varying across 
time and space and are dependent of the institutional matrix they are a part of. 
                                                         
15 The enforcement of agreements in hierarchical organizations is also costly. 
16 North, D. C 19932 
17 North, D. C 19932: 250 
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As written above, the New Institutional Economics approach will act as the theoretical 
frame for the dissertation, i.e. the thinking behind the analysis, whereas the methods 
guiding the analysis will be presented below in the section on method. The link between 
the theoretical and analytical frames can be seen in box 218 in the method section.  
Concepts 
Besides the NIE framework, the theoretical frame consists of an underlying understanding 
of the following concepts of poverty, development, sustainability and CSR that are relevant 
for the research. 
Poverty 
There are many definitions of poverty and the understanding thereof is dependent on the 
context in which the poor person is living. However the concept of poverty is in this 
dissertation not understood in such relative terms, but rather in the terms covering the 
fundamental dimensions that are relevant across countries and regions. This approach to 
poverty and development was most importantly introduced in the international 
development community in the Human Development Report 1996 that was inspired by 
Amartya Sen’s ideas of people’s access to choices, human capabilities and freedoms19. Thus 
a number of indicators are of utmost significance for the understanding poverty, that is, the 
“levels of income and consumption, social indicators, and indicators of vulnerability to risks 
and of socio/political access.”20 Put in other words, poverty is affected by the ability for 
people to:”Live a long and healthy life, have access to knowledge and a decent standard of 
living, and participate in the life of their community and decisions affecting their lives.”21 The 
World Bank furthermore offers this poetic description of poverty: 
Poverty is hunger. Poverty is lack of shelter. Poverty is being sick and not being able to 
see a doctor. Poverty is not having access to school and not knowing how to read. 
                                                         
18 See Box 2. 
19 UNDP 2009. 
20 World Bank 20093. 
21 UNDP 2009.  
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Poverty is not having a job, is fear for the future, living one day at a time. Poverty is 
losing a child to illness brought about by unclean water. Poverty is powerlessness, lack 
of representation and freedom. (World Bank  20093: Understanding poverty) 
Thus poverty is not understood as pure survival but is additionally determined by factors 
such as lack of access to adequate healthcare, education and representation and a high level 
of vulnerability to risks. All of these factors are a product of poverty but in terms also a part 
of the reason for being poor. For example, if you are underrepresented in organisations you 
have weak bargaining power and thus little to say in both political and economic 
transactions and hence the different objectives of people that are poor might not be 
reflected in the institutional matrix of a society. 
Poverty line 
Besides the fundamental dimensions of poverty mentioned above, the level of purchasing 
power parity (ppp), reflecting both the inflation rates and the costs of living across 
countries, results in a method to measure global poverty. Following the method used by the 
World Bank as one of the major organisations to deliver poverty statistics, the international 
line for extreme poverty was set to be 1,25$ in 2005 ppp terms and was measured to be 
approximately 1,4 billion people in 2005. The 1,25 line is most appropriate for the world’s 
poorest countries, whereas the 2$ line gives a better view of poverty across all developing 
countries. With the 2$ line there was approximately 2,5 billion people in 200522. These are 
the people that are directly targeted by the Millennium Development Goals; however the 
group of people living at the base of the pyramid are estimated to be consisting of many 
more people. The BOP theory does not only include the absolute poorest people but 
addresses all the people that are so-called un- or underserved by companies and thus have 
less choice and income opportunities23. 
Millennium Development Goals 
The MDGs are agreed to internationally and are developed with an outset in the 
understanding of poverty addressed above. The overall MDG issues are ‘Poverty and 
Hunger; Universal Education; Gender Equality; Child Health; Maternal Health; HIV/AIDS; 
                                                         
22 World Bank 20092. 
23 For further discussion see chapter two. 
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Environmental Sustainability; and A Global Partnership for Development’. This approach to 
poverty is guiding the development efforts by international development agencies and will 
furthermore be used here as the measurement for BOP activities. Hence BOP efforts should 
positively affect poor people’s ability to “Live a long and healthy life, have access to 
knowledge and a decent standard of living, and participate in the life of their community and 
decisions affecting their lives”24. 
Even though the BOP is defined as a much larger group than the group below the 1,25 an 2$  
ppp poverty lines, which is used in the MDGs and thus are the reference for most 
international development efforts, the BOP strategies and the MDGs are not incompatible. 
On the contrary, the MDGs directly refer to the importance of leveraging the role of the 
private sector in goal 8: Develop a global partnership for development25, where a special 
focus is on the cooperation with the private sector in the areas of the pharmaceutical sector 
and information and communications sector26. However the BOP strategies are not limited 
to those sectors directly mentioned as the corporations interested in BOP ideally will seek 
opportunities everywhere they can make use of their core competencies and create new 
markets, and thus can contribute to the achievement of the MDGs. In the monitoring of the 
MDGs IBRD underlines the importance of leveraging the role of the private sector in 
redoubling the efforts to reach the Human development goals27, which gives a picture of a 
growing willingness among the development agencies to cooperate with the private sector 
in reaching these important goals. At the same time the growing focus on CSR in the private 
sector and among consumers, points towards an increase in cooperation opportunities; the 
public and private sectors are in an increasing pace moving closer towards each other in 
certain areas related to development. 
Development 
The concept development, when not used in relation to the development of a specific 
organisation or the like, is in this dissertation understood as positive socioeconomic 
                                                         
24 UNDP 2009. 
25 United Nations 2009. 
26 Goal 1 also has job creation as a target. 
27 International Bank for Reconstruction and Development (IBRD) 2009. 
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changes, this can be in terms of employment, income, schooling, literacy, healthcare, life 
expectancy, human rights, civil society etc. Thus the concept of development is not only a 
matter of economic growth, but of human development where economic growth is but one 
of the contributing, however important, factors28.  
“[…] It is about creating an environment in which people can develop their full potential 
and lead productive, creative lives in accord with their needs and interests. People are 
the real wealth of nations. Development is thus about expanding the choices people have 
to lead lives that they value. And it is thus about much more than economic growth, 
which is only a means —if a very important one —of enlarging people’s choices.” (UNDP 
2009: The Human Development Concept) 
 
Economic growth is an important factor for increasing a country’s potential for reducing 
poverty and strengthen human development; nevertheless the trickle down effects of 
growth is not guaranteed as it depends on the institutional matrix29. Furthermore, as 
economic growth can be a means to human development, human development can in terms 
help foster economic growth30. In this dissertation the focus is on the meso and micro 
levels of development due to the limited portfolio of private businesses and a realistic 
measure of the possible effects thereof. However the trickledown effect of the development 
caused by BOP initiatives can spread and contribute to local human development and 
economic growth. Muhammad Yunus, the founder of Grameen Bank that offers microcredit 
to the people at the BOP, formulates the importance of creating opportunities at the micro 
level like this: 
It is not micro credit alone which will end poverty. Credit is one door through which 
people can escape from poverty. Many more doors and windows can be created to 
facilitate an easy exit. It involves conceptualizing about people differently, it involves 
designing a new institutional frame work consistent with this new conceptualization. 
 
Grameen has taught me two things first our knowledge base about people and their 
interactions is still very inadequate: second each individual person is very important. 
                                                         
28 UNDP 1996. 
29 North, D. C. 19931, UNDP 1996, UNDP 2009 and Soubbotina, T. P. et al. 2000. 
30 Soubbotina, T. P. et al. 2000 
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Each person has tremendous potential. She or he alone can influence the lives of others 
within the communities, nations, within and beyond her or his own time. (Muhammad 
Yunus, preface, Grameen Bank 2009) 
Thus human development can be fostered on both the institutional and organizational 
levels; from formal rules of for example income distribution or democracy to for example 
corporations engaging in micro projects. 
Development related activities 
When corporations get actively involved in developing countries their activities within 
development can be roughly categorised into three types: 
I: Charitable donation to a ‘good’ cause in a developing country, that is, development 
philanthropy. 
II: Development inside the company that initiates new products for developing 
countries, or invests in a developing country to take advantage of cheap labour or 
special skills or natural resources such as oil and, in turn, directly impacts upon the 
profits of the whole organization. 
III: Activities that promote sustainable development and anti-poverty initiatives that 
might also be in addition to Type II activities. These activities serve to promote 
development but do not immediately impact on a company’s bottom line. They are 
carried out to enhance a company’s reputation and contribute to wider development 
objectives. (Hopkins, M. 2007: xii) 
This is formulated from a maximisation point-of-view and each of the types is a way of 
pursuing the satisfaction of their goals and can all in time contribute to generating profit 
and thus the survival of the company. The three types can all have positive supply 
responses on the local development31. Type I, however, seems to primarily be driven by an 
internal demand response of directing some of the profit towards poorer people which in 
turn can contribute to positive reputation building. Type II primarily focuses on pursuing 
the opportunities that are readily available in the developing countries. Lastly, Type III 
                                                         
31 For an elaboration on the supply and demand responses see the section on Method below. 
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focuses on contributing positively to the local development while at the same time build 
reputation and create profit in the longer term.  
The lines between these three types are blurry and engaging in one type does not hinder 
the company in engaging in another type as well or even combining them32. Hence, when 
categorising the BOP approach within this typology it will be located in-between type II 
and III. The BOP projects definitely have profit as an objective however this should go 
hand-in-hand with positive development effects at the BOP target group concerned.  
Hart, Simanis and Duke, three prominent BOP scholars, place this approach to development 
as the ‘New Commons Approach”, which they describe as follows. 
“... the individuals and groups that constitute this new school of development thought 
are united not around “the what” or the ends of development, but around “the how” and 
the means. At its foundation, this movement sees development and poverty alleviation as 
an ongoing, creative dialogue among individuals and organizations across the 
continuum of power and status, across differences born of income, gender, or education. 
Forging dialogue across differences makes possible new, embedded forms of human 
organization while building mutual respect and understanding. 
In business terms, the movement is not only concerned with the innovation of a low-
priced neem toothpaste packaged in a recyclable container and distributed through a 
network of formerly unemployed village women. Rather, it asks whether the toothpaste 
executive ever broke bread with the unemployed village women, and whether the 
resulting business idea and model were born of mutual learning through dialogue and 
co-creation. It is a question of process, not of output.” (Simanis, E., S. Hart & D. Duke 
2008: 60) 
Thus according to this definition the BOP scholars are mainly concerned with the affects 
and learning from the BOP process, which places their view of the ideal BOP initiative 
within type III. However this does not change the fact that the generation of profit is of 
utmost importance for companies, which makes the type II relevant too. This said, however 
the profits can be generated on a long term or as trickle-down effects from the learning 
obtained during the BOP process and if integrated into CSR strategies this might allow for 
more experimenting BOP initiatives. 
                                                         
32 Hopkins, M. 2007. 
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Sustainability 
The concept of sustainable development has been gaining momentum since the World 
Commission on Environment and Development (the Brundtland Commission) was 
convened by the UN in the early 1980’ies, and in particular after their report ‘Our Common 
Future’, popularly referred to as the Brundtland Report, from 1987. The report in short 
defines sustainable development as follows:  
In essence, sustainable development is a process of change in which the exploitation of 
resources, the direction of investments, the orientation of technological development; 
and institutional change are all in harmony and enhance both current and future 
potential to meet human needs and aspirations. (United Nations 1987: 57) 
Thus for development to be defined as sustainable it should “meet the needs of the present 
without compromising the ability of future generations to meet their own needs"33. 
Therefore sustainable development can be defined in different ways reflecting various 
aspects of economic, environmental or social sustainability; however within this 
dissertation sustainable development is understood as reflecting all three aspects. Since the 
economy is an open system with limited resources, it is important to take sustainability 
into account in order to securing equity within and between current and future generations 
and to meet their needs34. Used broadly sustainable development in the three dimensional 
focus can thus optimally be defined as follows: 
“Economic – An economically sustainable system must be able to produce goods and 
services on a continuing basis, to maintain manageable levels of government and 
external debt, and to avoid extreme sectoral imbalances that damage agricultural or 
industrial production. 
Environmental – An environmentally sustainable system must maintain a stable 
resource base, avoiding overexploitation of renewable resource systems or 
environmental sink functions and depleting non-renewable resources only to the extent 
that investment is made in adequate substitutes. This includes maintenance of 
biodiversity, atmospheric stability, and other ecosystem functions not ordinarily classed 
as economic resources. 
                                                         
33 United Nations 1987. 
34 Harris, J. M. et al 2001. 
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Social – a socially sustainable system must achieve fairness in distribution and 
opportunity, adequate provision of social services, including health and education, 
gender equity, and political accountability and participation.”  (Harris, J. M. et al 2001: 
xxix) 
This definition is multifaceted and has implicit dilemmas, and therefore it has not in a 
normative way one ideal solution or path. Instead the concept should be used as a 
guideline, against which developmental issues, public policy, corporate action and civil 
society action have to be evaluated. Additionally the evaluation will vary in different 
cultural settings due to variations in norms and values; i.e. the mental models.  
Thus for an activity to be sustainable it has to address both the social, economic and 
environmental dimensions of its effects on society and nature.  
Corporate Social Responsibility 
Whether enterprises should operate in a socially responsible manner and how such a 
responsibility should be defined are questions that have been extensively discussed during 
the last decades. Should the enterprises or the state deal with the possible externalities 
linked with the enterprises’ operations when it affects employees, the (local) society, and 
the environment?  
CSR debate 
The most common critique of CSR is provided by Milton Friedman and can shortly be 
summarized to the following sentence: “The social responsibility of business is to increase 
its profits”35. Within this approach the sole responsibility of corporations are profit 
generation. This approach is based on the assumption that enterprises are legal constructs, 
and therefore only the individual executives and employees can have a responsibility, not 
the organisation itself. According to Friedman there has to be a clear division between the 
state that defines the legal framework, and the corporations that have to work within this 
framework. The executives of the corporations only have to respect essential ethical norms 
of a society and to comply with the rules and regulations36. If the management decides to 
                                                         
35 Friedman, M. 1970. 
36 Koch, C. 2005 and Friedman, M. 1970. 
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invest in CSR they are acting against their main responsibility to generate profit for the 
owners: 
“When a company gives some of its profits away in a good cause, its managers are 
indulging their charitable instincts not at their own expense but at the expense of the 
firm’s owners.” (Crook, C. 2005: 7). 
However others argue that CSR actions can represent an attempt to mend market 
imperfections and thus contribute to a more efficient allocation of resources 37 . 
Furthermore it is difficult to separate the corporations from their wider context and 
therefore it is impossible to assess them only on the basis of their generation of profit38. In 
addition more and more corporations are operating across borders and with an increasing 
economic capacity. These trends are contributing to an increased politicisation of the 
corporations. This politicisation is according to C. Frankel (2004) primarily taking place on 
three areas, i.e. on the formal institutional level39, the question of responsibility, and within 
the battle of opinions40, which raise many challenges for corporations since they might be 
getting able to participate more directly in the regulation of the society and thus they are 
additionally becoming more responsible for the problems in society (not only profit-
generation)41. Hence CSR can be a reaction to this development and can further be a means 
to tackle the limitations of the scope and reach of nationally imposed judicial and welfare 
regulation in a global economy, or can act as a catalyst for improved national regulation in 
developing countries: 
“CSR is frequently advocated as a means of filling gaps in governance that have arisen 
with the acceleration of liberal economic globalization.” (Blowfield, M. and J. G. Frynas 
2005: 10) 
                                                         
37 Thomsen, S. 2005 and Koch, C 2005.  
38 Certain CSR-initiatives are not linked with net costs for the enterprises and can be profitable, but since even 
such initiatives are far from implemented in the majority of enterprises, it is relevant to focus on CSR in a 
broad sense, be it profitable, neutral or with costs. 
39 Legal documents are increasingly being supplemented with technical standards; voluntary agreements; 
framework agreements etc. and the enterprises are not only competing within determined political 
conditions but also about setting the terms of competition on the markets. (Frankel, C. 2004) 
40 This impose new forms of uncertainty for corporations, but at the same time it makes them able to 
participate in the battle of opinion generation (setting the norms for what are the criteria for rationality, 
legitimacy and responsibility, i.e. they get an increased bargaining power and can thus easier affect the 
institutions). (Frankel, C. 2004)  
41 Frankel, C. 2004. 
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As the discussion above indicates the international CSR debate often focuses on MNCs and 
large corporations, however in developing countries small and medium sized enterprises 
(SMEs) form a large share of the corporate landscape and employ a substantial part of the 
workforce due to the often labour intensive production methods. On top of this, the SMEs 
are closer related to the employees and the local community42. Therefore it is equally 
important, though perhaps more problematic, to address CSR issues at the SME level. This 
can for example be done through developing a national CSR concept and strategy or 
through extending larger corporations CSR strategy to include value-chain responsibility. 
However CSR can also be a potential means of doing business on the BOP level as 
addressed in this dissertation. The BOP approach involves working closely together with 
the local community in order to secure sustainable development and social responsibility 
of the products and processes. 
CSR definition 
The concept of CSR is used broadly and encompasses various different theories and 
practices. However the following definition of CSR can act as an umbrella concept since the 
various approaches all at least recognize the following:  
“[…] (a) that companies have a responsibility for their impact on society and the natural 
environment, sometimes beyond legal compliance and the liability of individuals; (b) 
that companies have a responsibility for the behaviour of others with whom they do 
business (e.g. within supply chains); and (c) that business needs to manage its 
relationship with wider society, whether for reasons of commercial viability or to add 
value to society.” (Blowfield, M. and J. G. Frynas 2005: 5). 
How corporations will manage this responsibility, will depend on the way CSR is addressed 
within the individual corporation. As this definition is broad and does not state a normative 
objective of corporations’ CSR policies, this concept will be elaborated upon further in this 
dissertation. CSR is here understood within a three-domain model developed by M. S. 
Carroll and A. B. Schwartz (2003). The economic, legal and ethical domains are the three 
core responsibility domains, and together with the overlapping categories of the three 
domains this embodies the responsibility areas within which a corporation can place its 
                                                         
42 Muro, A. 2005. 
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CSR strategies and activities. Hence CSR activities can vary in intention and form with 
different weight given to the domains and overlaps43. Therefore CSR can range from more 
philanthropic activities to compliance with the law and responsiveness to public modes of 
CSR regulation.   
The definition used here is based on an understanding of CSR that refers to the general 
positive and negative contribution to sustainable development by corporations 44 . 
Additionally the definition entails both the supply and demand responses of corporate 
action (i.e. the development effects and what is expected from the company45) and can be 
found as part of all three types of company activities within development46. 
“Corporate Social Responsibility is the commitment of business to contribute to 
sustainable economic development - working with employees, their families, the local 
community and society at large to improve the quality of life, in ways that are both good 
for business and good for development.” (Ward, H. 2004:3).47 
This concept does not define whether the contribution to sustainable development has to 
be voluntary or not and therefore it can include both enforced and encouraged initiatives, 
which is a conceptual strength that enables a discussion of the role of the public sector in 
promoting CSR initiatives as part of development. Furthermore the concept encompasses 
the economic sustainability of the corporation; a corporation has to follow certain rules 
when it participates on capitalistic terms in the market, e.g. its combined activities have to 
generate profit. Moreover it entails the responsibility to the society of which the 
corporations are a part, including both internal and external stakeholders. 
Method 
The method used in the dissertation is explained in the analytical framework. 
                                                         
43 Schwartz, A. B. & M. S. Carroll 2003. 
44 Fox, T. 2004. 
45 For supply and demand responses see the section on Method below. 
46 See the above section on Development 
47 However the understanding of CSR used in the dissertation will refer to sustainable human development 
instead of only economic development. 
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Analytical framework 
The dissertation has an explorative goal of identifying forms of cooperation that can be 
initiated by development agencies in order to create an enabling environment for 
development-oriented business activities in the BOP. It is based on a hypothesis that the 
private sector can play a positive role for development on the micro and meso levels and it 
addresses the correlation to the potential facilitation options that can be employed by 
development agencies.  
As shown in the box below, BOP strategies do not contradict the development agencies’ 
traditional development targets of socio-economic development. Nor do the BOP strategies 
contradict the CSR objectives of ensuring economic, social and environmental 
sustainability, which for example can include ensuring decent conditions for their 
employees and positively affect the life of their external stakeholders. On the contrary; by 
integrating BOP strategies into a company’s CSR activities it opens up for better financing, 
branding options and generally more goodwill towards the innovative BOP actions.  
Additionally, as noted above, the BOP/CSR activities can contribute to achieving the socio-
economic development goals on the micro and meso levels. Furthermore by initiating 
cooperation between the public and private sectors within BOP activities, the development 
agencies can facilitate BOP initiatives that are more sustainable and with larger 
development effects. 
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The analytical framework used to examine the topic of business activities at the BOP covers 
both the supply and demand responses48. By addressing the two responses of BOP 
activities both ‘what the development effects are’ and ‘what is expected of the private 
sector’ will structure the analysis of the BOP approach and the roles of the development 
agencies in facilitating the BOP activities. 
Supply response 
The supply response is the effect in terms of development from the BOP activities, for 
example job creation or increased income, which could be only indirectly related to the 
corporation; such as for people employed in the supply chain of a MNC49. This will 
primarily be addressed in chapter two. Furthermore in order to strengthen the supply 
response specific conditions are required. These conditions can, besides the local business 
                                                         
48 Hopkins, M. 2007. 
49 For example working for a supplier to the supplier. 
Traditional development targets
Sustainable human 
development as 
reflected in the 
MDGs
The development targets 
should contribute to 
"Enlarging people’s 
choices and enhancing 
human capabilities and
freedoms, enabling them 
to: live a long and 
healthy life, have access 
to knowledge and a 
decent standard of 
living, and participate in 
the life of their 
community and 
decisions affecting their 
lives" (UNDP 2009)
CSR targets
Contribution to human 
development in ways that 
are both good for business 
and good for development
• This includes different 
mixtures of philanthropy, 
long-term profit generating 
and short-term profit 
generating activities. 
• CSR initiatives as part of a 
company’s core 
competencies and/or as part 
of strategic branding 
activities.
BOP targets
Opportunities for 
businesses
• Generating profits 
• Develop new markets 
• Driving innovation (and thus 
competitiveness)
• Expending the labour pool; 
beyond cost savings
• Strengthening value chains
Opportunities for the BOP; 
Advancing human 
development
• Better meet the basic needs/co-
create relevant products
• Enabling them to become more 
productive
• Increasing incomes
• Empowering the poor
Box 1: The links between BOP, CSR and traditional development targets. 
Maria Cecilie Pautsch Weischer 
BASE OF THE PYRAMID FACILITATION IN THE PUBLIC-PRIVATE SPHERE 
 
 
24 
 
environment, include the forms of cooperation that the development agencies can use to 
facilitate the BOP activities, which will be addressed in chapter three. 
Demand Response 
The demand response is determined by what is expected or required of the companies 
when working in developing countries. This can be concrete rules such as binding 
standards, company law or the demand of internal stakeholders50, but also expectations 
and demands that are affecting the companies’ behaviour, i.e. external stakeholders51, CSR 
related movements and initiatives etc. All of this and the response of the company to these 
expectations, rules and demands can affect the long-term profitability of the company. The 
demand response will be addressed throughout chapter two and three.  
When a company addresses the poor people directly through BOP initiatives it is a 
combination of both supply and demand: 
“There is also a third component related to poverty which is both supply and demand 
and this is when private companies develop initiatives directly aimed at the poor. In 
many cases this has come under the heading of ‘business partnerships’ where MNEs seek 
advantage through better public relations and understanding of local situations.” (M. 
Hopkins 2007: 132)  
This third component is the aim of the research of the public BOP facilitation; i.e. which 
forms of cooperation that are relevant, and to what extent, in order to increase companies 
pursuing of entering into business aimed directly at the poor. 
The box below shows the demand and supply responses on both the institutional and 
organisational levels, they are all mutually reinforcing and influence the development 
effects. In the analysis there is a primary focus on the organisational level, which is where 
cooperation between the development agencies and the private sector takes place. 
                                                         
50 Shareholders etc. 
51 Local suppliers and communities, consumers etc. 
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Box 2: The analytical frame 
The corporate response and the supply response (the development effects) will be the 
centre of chapter two, whereas the conditions for strengthening the supply response are 
the primary focus of chapter three. 
Base of the Pyramid Theory 
Based on the NIE frame of understanding, the second chapter analyses the current 
theoretical debate of the Base of the Pyramid theory in order to infer the core parameters, 
i.e. the supply and demand responses, central to the BOP approach. This is done in order to 
shed light on the dependent part of the research question; “development-oriented business 
activities in the Base of the Pyramid”. The BOP theory focuses on so-called inclusive 
capitalism and its most prominent advocates are C. K. Prahalad, S. L. Hart and E. Simanis. 
The approach suggests that corporations not only have a responsibility to the world’s poor 
people, but that there is business potential in investing in the BOP, since it represents a 
potentially huge untapped but new market where profits are driven by volume and capital 
INSTITUTIONAL LEVEL
Demand Response 
External 
expectations: 
Modes of public 
regulation, The 
mental models, 
i.e. knowledge, 
values, norms. 
ORGANISATIONAL LEVEL
Conditions for 
strengthening the 
supply response 
(facilitation etc.)
Demand Response 
External demands 
(Stakeholders, NGOs etc.)
Demand Response 
Corporate 
response
Supply Response  
DEVELOPMENT EFFECTS
Direct Effects Indirect Effects
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efficiency rather than high margins (BOP I) or by business co-creation (BOP II)52. The BOP 
approach is seen as an opportunity for business, governments and civil society to join a 
common cause in trying to reduce the tension between free trade, global capitalism and 
environmental and social sustainability. For the enterprises this requires an 
acknowledgment that products and services for the top of the pyramid consumers often are 
not appropriate for the BOP, and therefore different approaches are required including 
changes in management, production methods, locations, credit and income generation, 
technology, costs and distribution etc. when addressing the BOP53.  
The BOP theory is a relatively new theory and it is continuously being further developed. 
Thus the theory-development is to a large extent taking place in new forums such as on 
scientific internet blogs, debate forums etc. This on-going theory-development is among 
others reflected in a change in approach of the most prominent BOP advocates from a focus 
on gaining grounds on what they perceived as previously underserved markets to a focus 
on more social anthropology and development inspired approaches to co-creating context-
specific products and business models, respectively referred to as BOP I and BOP II54. Both 
BOP approaches will be addressed in the dissertation since BOP I most often is the 
approach referred to by development agencies and easiest incorporated into corporate 
strategies. The BOP theory for example inspired an IFC study from 2007 “The next 4 
billion”, which analyses the market sizes and business strategies in the world’s poorest 
areas (i.e. the BOP). The BOP II approach is more experimenting, very context specific and 
with very long-term profit options, which might make it more difficult for corporations to 
integrate and to convince the internal stakeholders to invest in. The BOP II is being further 
developed by the BoP Protocol that currently is cooperating with a few corporations on 
BOP initiatives. The BoP Protocol website briefly defines BOP II as: 
“Based on a participatory philosophy, the BoP Protocol™ is a model for business co-
creation that marries MNCs’ resources, technologies and best practices with those of the 
community”. (http://www.bop-protocol.org/index.html) 
                                                         
52 For BOP I and BOP II; see below and chapter two. 
53 Prahalad, C. K. and S. L. Hart 2002 
54 See for example Simanis, E., S. Hart & D. Duke 2008, Prahalad, C. K. 20061 and Simanis, E. & S. Hart et al. 
2008. 
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Public Sector Roles Theory 
The third chapter addresses the public sector roles for strengthening responsible business 
practises with a primary focus on development agencies. The primary focus of this chapter 
is on the potential cooperation forms which are relevant for enhancing BOP initiatives and 
it will involve the theory in order to identify conditions for facilitating competent corporate 
responses and thus ways to strengthening the supply responses (the development effects). 
The version of public sector roles theory analysed in this dissertation is primarily 
developed by scholars from the International Institute for Environment and Development 
(IIED) for the World Bank and is therefore theorising on a more practical level, which thus 
enables it to act as a guide for the facilitation options55. The public sector roles are 
primarily aimed at developing country governments, however they act as a fine guide for 
development agencies’ options when addressing development↔business questions which 
are the topics of this dissertation. 
Facilitation roles 
In the third chapter a model is developed reflecting the development agencies’ facilitating 
options for strengthening BOP activities. The BOP facilitation model is based on an 
integration of the main supply and demand responses derived from the BOP theory and 
public sector roles theory respectively. The aim is to develop a model that can act as a 
guide for development agencies when initiating cooperation with the private sector in BOP 
areas, thus enabling them to get an idea of which roles are relevant for creating capable 
cooperation with positive development effects. Furthermore the model can work as a guide 
for corporations interested in entering the BOP, it can enable them to focus their 
knowledge of what forms cooperation with development agencies can take and prepare 
them to take contact to a specific agency.  
Since the BOP theory is relatively new56, very few donor agencies have in fact taken on 
specific BOP strategies at present and therefore useful evaluations of such programmes are 
                                                         
55 See Fox, T., H. Ward and B. Howard 2002 and Ward, H. 2004. 
56 See chapter two. 
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yet to be carried out57. This lack of BOP data from development agencies furthermore both 
underlines the importance of and implicates the development of the BOP facilitation roles 
model and the relevance for the making or redesigning of BOP-related development 
programmes.  
Sub conclusion 
Based on a New Institutional Economics frame of understanding, the dissertation will 
analyse the supply and demand responses of Base of the Pyramid initiatives. The aim of the 
analysis is to shed light on potential cooperation forms between development agencies and 
the private sector that can lead to BOP initiatives that have positive human development 
effects. 
 
  
                                                         
57 However some BOP-related aspects are sometimes included in development agencies’ CSR, PPP or Business 
to Business (B2B) programmes. 
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2. Base of the Pyramid 
 
The focus on the people living in poverty is not new, development and poverty alleviation 
has been a separate discipline in both academics and within organisations (e.g. 
government, development agencies and NGOs) since the end of the Second World War. 
However the Base of the Pyramid (BOP) theory addresses not only the poor living on less 
than 2$ ppp a day, but the even larger group of people being un- or underserved by 
corporations in the formal sector. These people have a limited choice of products and 
services, a limited number of income generation opportunities and thus a very minimal and 
inflexible budget.  
With the MDG objective of the halving of poverty and other development objectives58 still 
far from being obtained, the BOP theory calls for the opportunities of the private sector to 
search for fortunes at the previously neglected group of people who can be potential 
consumers and co-creators at the base of the pyramid. At the same time the theory focuses 
on bringing development to the people at the BOP through the cooperation, choices and 
opportunities brought along by BOP business activities.  
The BOP approach originates in the business school environment initiated by C. K. Prahalad 
and Stuart L. Hart, professors of Business Administration and strategic management 
respectively. The pyramid shape of the division of people based on income59 is the outset of 
the Base of the Pyramid theory, which was initiated on a small scale in 1997 and in earnest 
in 2002 with the article “The fortune at the Bottom of the Pyramid”60 published in the 
journal Strategy+Business61.  
The origin of the BOP theory is based on three assumptions of opportunities for 
development, profit and a strengthening of core competencies.  
                                                         
58 See the section on poverty in chapter one. 
59 See box 4. 
60 The initial name Bottom of the Pyramid has generally been changed to Base of the Pyramid due to the 
possible negative connotation of the word “bottom”. 
61 Prahalad, C. K. & S. Hart 2002. 
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1. Some MNCs may have undermined the efforts of the poor to build their livelihood, however the 
most significant problem of MNCs towards the poor has been/is to ignore them altogether. 
Without getting the opportunities of inclusive globalization, the people struck by poverty 
cannot benefit from the many choices that come with a market economy.  
2. Approaching the BOP market gives new potential of growth and innovation for the private 
sector. 
3. The BOP market should be addressed beyond CSR initiatives as a part of the firms’ core 
businesses. CSR must become integral to the success of the firm in order to create senior 
management attention and sustained resource allocation. Thus a successful creation of BOP 
markets involves changes in both the functioning of the MNCs as well as the developing 
countries. 
Box 3: Three assumptions at the core of the BOP theory (Prahalad, C. K 20061: 5-6). 
These three assumptions will be addressed in the sections below. 
In this chapter the supply and demand responses of businesses activities in the BOP will be 
addressed in order to analyse how the private sector can contribute to pro-poor 
development in the BOP. The chapter starts with addressing the BOP segment and the main 
issues resulting from being un- or underserved by corporations and far away from public 
services and legal measures. Secondly the chapter shortly discusses the business case for 
corporations entering the BOP. Then the chapter analyses the corporate response, that is, 
the strategies for starting activities in the BOP. Subsequently the chapter addresses the 
potential, i.e. the development effects, which can be the product of corporate BOP activities 
and lastly the chapter discusses the critiques of the BOP theory. 
The people at the base of the pyramid 
The BOP is defined as the people that live on less than approximately 4,1$ ppp62 a day or 
1450$ ppp per year, which number approximately 4 billion worldwide in 200563. People 
living in the BOP are living all over the world, however they are predominantly found in the 
developing world. The BOP is concentrated in urban slums, rural areas and remote rural 
                                                         
62 Approximately 1450$ ppp a year and thus a much higher line that the standard poverty lines of 1,25$ and 
2$ in 2005 ppp. This line is used by Hart and Simanis 2006. IFC and World Resources Institute (2007) 
furthermore divide the people in the BOP according to their different income levels, due to their different 
spending patterns. 
63 PovcalNet 2009.  
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areas. The Base of the Pyramid refers to the division of the worlds people based on income. 
The BOP represents the largest group, i.e. the base, and therefore this demographically 
diverse group comprises significant untapped potential and could be of interest to 
corporations worldwide.   
 
Box 4: The division of the world’s people based on income (Prahalad, C. K. and S. L. Hart 2002: 4). 
Overseen and misunderstood?   
The outset when developing the BOP theory was frustration with the fact that the larger 
actors from the private sector most often did not use their investment capacity to search 
for opportunities in the BOP and thus contribute to development. Nor did the ones who 
considered BOP activities make use of the knowledge of or collaborate with the local 
communities and NGOs. The BOP approach points to the options for co-developing unique 
solutions64 at the BOP where for example more than 1 billion people lack clean water, 1,6 
billion lack electricity and 5,4 billion lack access to internet according to a UNDP study 
from 200865. 
Furthermore the BOP theory criticises the way NGOs, development agencies, and MNCs 
often previously and sometimes continuously address the poor that Prahalad has referred 
                                                         
64 Prahalad 20061. 
65 UNDP & Growing Inclusive Markets 2008. 
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to as “paternalism towards the poor”66. According to Prahalad the language often used in 
dealing with the people at the BOP contributes to continuously marginalising this huge 
group of individuals. Organisations often tend to use words that could be “loaded with 
meaning and historical baggage” and define this large amount of people as one 
indistinguishable group. Instead the people living on less than 4 dollars (ppp) a day should 
be seen as individuals, partners and as consumers whose needs and potentials can be 
addressed by innovative entrepreneurial activities and thus be a part of an inclusive 
capitalism. People living at the BOP might not necessarily be considered poor in their local 
communities. The BOP theory focuses on the people at the BOP as underserved consumers 
and co-creators at potential markets that need to be developed: 
“The process must start with respect for the Base of Pyramid consumers as individuals. 
The process of co-creation assumes that consumers are equally important joint 
problem-solvers.” “...the conversion of the BOP into an active market is essentially a 
developmental activity. It is not about serving an existing market more efficiently. New 
and creative approaches are needed to convert poverty into an opportunity for all 
concerned.” (Prahalad 2006: xvii) 
The BOP strategy can be seen as a framework for human development where the 
victimization of poor people is discarded in favour of a more positive view of sometimes 
untapped potential: 
“If we stop thinking of the poor as victims or as a burden and start recognizing them as 
resilient and creative entrepreneurs and value-conscious consumers, a whole new world 
of opportunity will open up.” (Prahalad 2006: 1)  
This way of conceiving the people living on less than 4$ ppp a day is a product of the 
mental model 67 . This change in mindset will require many changes and demand 
innovations in the business strategy of companies’ wanting to pursue BOP opportunities be 
it change in technology, products and services, or business models. Furthermore for a BOP 
approach to be successful it has to be more broadly focused and make use of the knowledge 
and strengths of other actors through collaboration with civil society and local 
                                                         
66 Prahalad 20061: xvi 
67 North, D. C. 1993, see the section on NIE in Chapter one. 
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governments. Changing the focus to the BOP will foster many new entrepreneurs at the 
micro and meso levels that will further the accumulating effect of a BOP-strategy and 
provide people with more choice and opportunity. 
“What is needed is a better growth approach to help the poor, an approach that involves 
partnering with them to innovate and achieve sustainable win-win scenarios where the 
poor are actively engaged and, at the same time, the companies providing products and 
services to them are profitable.” (Prahalad 2006: 3-4) 
The BOP theory argues that innovative BOP approaches will help create opportunities and 
empowerment for poor people when corporations get actively involved at the BOP and 
through cooperation.  
BOP consumers 
Being the largest group in the world’s economic pyramid, the BOP has significant 
purchasing power due to its sheer size. It is estimated that the BOP has trillions of dollars 
in economic value; however this consists of “small islands of markets within a vast sea of 
non-monetized, subsistence-based economic activity”68.  
The people at the BOP most often live in urban slum or rural areas and people earn their 
livelihood from subsistence farming, as agricultural labourers and from diverse informal 
sector jobs. Being far away from the formal sector and the public governance sphere, so-
called local-strongmen often enforce informal systems that controls local rules and 
property rights, since the people at the BOP often do not hold any legal title to their assets 
these remain trapped and underleveraged69. One of the main topics is how to develop 
products and services for the various people in this group, and how to unleash the 
economic value and turn it into buying power and opportunities. 
As a result of limited economic capability the households living at the BOP have very tight 
budgets. Most of their income is spent on food, and the poorer the household is the higher a 
                                                         
68 Simanis, E. 2008: 6. 
69 Hart, S. & T. London 2005. 
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percentage is spent on food70. Thus if the income increases and spending on food does not 
increase at the same pace, this allows for other goods and services to be purchased. 
Lack of access and information 
Most people living at the BOP have very limited access to information about price 
variations for their crops etc. or for the products and services they buy. Neither have they 
access to information about corruption and illegal business behaviour nor about their own 
rights and entitlements. Thus not being well-informed the people living at the BOP often 
live in a grid of uninformed decision-making and are dependent on one-sided information 
given to them by their local intermediaries or service providers. This often leads to lower 
prices for their produce and low-priority treatment by public agencies/service providers 
due to corruption71.  
Being poor and having limited access to information results in low bargaining power and 
difficulties in getting a fair voice for ones interests. Another problem resulting from the 
lack of information and low media access in poor areas is the lack of information about 
available and relevant products and knowledge about how to use the products correctly 
and efficiently. Fortunately information technology and communication devices are 
becoming widespread, also at the BOP, which will help poorer people access relevant 
information on various aspects of their lives ranging from legal entitlements, prices and 
products, to networking and social activities and entertainment72. Thus the incorporation 
of new knowledge can contribute to increasing the level of information and add to a change 
in dominating norms and behaviour and thus in terms in the mental model73 affecting both 
the view of opportunities available and the way of conducting business and therefore add 
to the entrepreneurial spirit. 
In addition to the above, it is relevant to mention that despite that it often times is assumed 
that poor people are not ready to use advanced technologies, is often will happen to be a 
                                                         
70 IFC 2007. 
71 Prahalad 2006. 
72 Ibid. 
73 See the section on NIE, Chapter one. 
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fallacy. People at the BOP are ready to use technologies for both social activities and for 
easing their lives, for example to get the price of their crops etc.74. Furthermore adapting to 
the new technology might go fast due to the current predominant lack of technology75, i.e. 
one not habituated to regular landline phones might have fewer obstacles learning to use 
mobile phones. 
Poverty penalty 
Being trapped with little information and often living in areas with poor infrastructure puts 
BOP people in a position where they have inferior public service provision and have to pay 
higher prices for the limited private products and services available. Thus the poor people 
often live in a high cost economy76. This is called the poverty penalty; poor people have to 
pay a premium for their goods compared to what the richer people in cities have to pay. 
The poverty penalty has come into existence due to local intermediaries, local monopolies, 
inadequate access and poor distribution resulting in high-cost microeconomic systems77. 
Consumer and purchasing options 
Due to the lack of information and the prevalence of informal power systems in BOP areas, 
then if and when access to credit is available the interests are immensely high and the 
terms unfavourable78. The lack of or limited access to credit and the inadequate savings 
options and information, together with the often unpredictable income streams, result in a 
consumer pattern of primarily day-to-day purchases. Furthermore, poor people often live 
in areas with inadequate infrastructure which inhibits the availability and delivery of 
products. This means that smaller size sachets, etc. often are more convenient for BOP 
consumers. Thus when addressing BOP markets creating innovative purchasing schemes  
with credit and savings options are important, and making sure that the product or service 
sold is affordable, accessible (intensity of distribution) and available (distribution 
                                                         
74 Prahalad, C.K. & A. Hammond 2002. 
75 Prahalad 20061. 
76 Hart, S.L. 2005. 
77 Prahalad, C.K. & A. Hammond 2002. 
78 Hart, S.L. 2005. 
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efficiency) is crucial for making a product interesting for people living at the BOP. The 
intensity and efficiency of distribution is also important in relation to the people at the 
BOP’s often long working hours and the impracticality of travelling far79.  
Another important aspect of the people living on less than $4 ppp is their ranking of 
priorities as consumers. Even though there are many cultural and regional variations, some 
trends can be traced and certain conditions have to be taken into account when addressing 
poor people’s consumer habits. Besides spending a large proportion of income on food and 
necessities, spending on more luxurious products such as televisions, mobile phones and 
rice cookers are not unusual80. First of all people that are poor might not own the land they 
live on or the house the live in, which might affect their spending habits on durable goods. 
Secondly they do care about social status and are brand conscious to the extent that their 
budget allows them. The context and mental model dominating the lives of the people 
living in the BOP varies and potential changes in the institutional matrix will only change 
slowly if corporations, the organisational level, will discontinue to bypass the BOP. 
The development effects – the supply response 
The first assumption behind the BOP theory is focused on the development effects from 
doing business at the BOP. “Some MNCs may have undermined the efforts of the poor to 
build their livelihood, however the most significant problem of MNCs towards the poor has 
been/is to ignore them altogether. Without getting the opportunities of inclusive 
globalization, the people struck by poverty cannot benefit from the many choices that come 
with a market economy”81. 
There are indeed many positive effects from business activities at the BOP. Besides the 
increased choice of products and the dignity of being “seen” by the corporations, potential 
new products, services and processes that can improve nutrition, health, communication, 
income generation-options, access to credit etc. might be developed. All of these aspects are 
contributing to increasing human development at the BOP. 
                                                         
79 Prahalad, C. K. & S. Hart 2002 and Prahalad 2006. 
80 IFC 2007 and Prahalad, C.K. & A. Hammond 2002. 
81 Ibid. 
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The increased focus on business co-development within the BOP theory can provide the 
people at the BOP with voice and/or business opportunities in product development. This 
ensures that new products and innovations are relevant to the local context. On top of this 
improved communal service hubs and delivery are positive by-products due to BOP 
process of making the product or service known to the local public and creating awareness. 
The UNDP (2008) has summarised the main development effects as follows82: 
Meeting the basic needs 
Providing products that can help the people at the BOP meet their basic needs, such as 
Food, clean water, sanitation, electricity, health-care etc.83 
Enabling poor people to become more productive  
The productivity of the people at the BOP can be increased via the access to production 
equipment, financial services, ICT and capacity building. 
Increasing incomes 
By including the people at the BOP in the value chains as consumers, producers, employees 
and business owners BOP activities can help increase their income. 
Empowering poor people 
The people at the BOP can be empowered either individually or communally by raising 
awareness, providing basic education, including formerly discriminated groups, spreading 
confidence and new sources of strength and conferring hope and pride that is part of BOP 
activities.  
The Business case 
The BOP approach is based on the second assumption that “approaching the BOP market 
gives new potential of growth and innovation for the private sector”84. The business case 
for corporations depends on the broader goals of the corporation together with the sector 
and the context. However some of the more general opportunities for corporations, of 
                                                         
82 UNDP & Growing Inclusive Markets 2008. 
83 However doing business in the area of basic needs might be difficult and not prove profitable. It might be 
relevant to cooperate with development agencies when investing in basic needs. 
84 Ibid. 
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which each BOP activity might include some or all of, are abridged by UNDP as can be seen 
below85. 
Generating profits and financial self-sustainability 
Doing business in the BOP can potentially generate higher rates of return than in developed 
market, due to the large number of potential consumers, the potential of high growth rates, 
and the novelty of the market created and the benefits of being the first. Furthermore 
projects aimed at social goals often end up being financial self-sustainable and are thus able 
to benefit even more people. 
Driving innovation and thus competitiveness 
Innovation is important for continuous competitiveness and long-term growth, which is 
especially important for larger corporations. Entering into the BOP forces corporations to 
develop new combinations of price and performance and the constraints they meet at the 
BOP require creative responses which in terms can be leading to cost-savings. Thus in 
dealing with the BOP corporations have to focus on developing new and more efficient 
business management models suitable for the context, but also potentially lead the way for 
changes in the management models in other branches of the corporation.   
In partnering with BOP groups in co-creating products and services, wholly new products 
and new uses thereof can be developed. This also offers a potential for trying out new 
products and services that can spread to the middle and top tiers of the pyramid86. 
Develop new markets 
Currently the people at the BOP suffer from a “poverty penalty” where they pay more than 
the richer people for similar products and services. Businesses that offer products at a 
better value or develop new products to improve the life of the people at the BOP can reap 
pioneer profits in return. Getting actively involved in the BOP means access to un- or 
underserved markets, thus corporations entering the BOP can take part in the creation of 
new markets if they listen to the local needs and concerns.  
                                                         
85 UNDP & Growing Inclusive Markets 2008. 
86 Prahalad, C. K. 20061. 
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Expending the labour pool 
Moving or outsourcing production to developing countries can be more than costs-saving. 
With training the BOP-staff can deliver high-quality products and services; and 
furthermore the people from the BOP can bring in their special local knowledge and skills 
helping to co-create new products and services targeted at the high-end market for fashion, 
food and tourism, etc. Additionally when targeting the people at the BOP as consumers of 
your corporation’s products and services, cooperating with people from the BOP can 
strengthen the local ties and marketing options through their valuable connections and 
specific local knowledge. 
Strengthening value chains  
When engaging small-scale producers or service providers from the BOP in various aspects 
of the value-chain, corporations can lower the risks by reducing the costs and increasing 
flexibility, especially in more specialized higher-skill activities. Furthermore, when 
engaging local farmers unique advantages can arise from the production or use of 
uncommon products previously only recognized locally. By leveraging the local knowledge 
and cooperating with the local producers, mutual learning and co-creation can lead to 
improved and interesting products with local relevance and with potential for adapting 
them to other markets87.  
The Corporate response 
How do corporations go about doing business at the BOP and what are the strategies for 
starting activities? These questions will be addressed in the sections below. 
From consumers to co-creators 
How to strategically conduct business in the BOP depends on the local context, what branch 
you are in and who you can cooperate with. However the BOP theory offers a range of 
factors that needs to be taken into account when planning your business strategy and 
setting up a business at the BOP. 
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Success at the BOP 
The first wave of strategising for the BOP88 was centred on the poor people as unserved 
consumers for whom MNCs had to make locally relevant products and services available at 
affordable prices89. Furthermore there had to be created awareness of the products or 
services for the people and SMEs at the BOP who also had to accept and be willing to use 
the products or services90. Brand-consciousness and a prioritising of luxury goods are 
within this approach seen as characteristics of many people living at the BOP. Therefore 
not only products related to basic needs should be of interest for corporations when 
entering the BOP. Especially the higher income segments at the BOP might be able to spend 
their income on other than primarily food, housing and transportation. Thus the aspects of 
product acceptability, affordability, availability and awareness can be even more important 
for BOP success than finding new customers for some products and services91. 
The theory was later refined by Prahalad (20061) who offers 12 principles that are relevant 
for doing business and thus creating innovation for the BOP, these are summarised in the 
box below. 
                                                         
88 Also referred to as BOP I. 
89 Prahalad, C. K. & S. Hart 2002. 
90 Anderson, J. & N. Billou 2007. 
91 Anderson, J. & C. Markides 2007. 
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There is much room for innovative products and services that can provide the people at the 
BOP with the choice of being able to get the products or services and for products that can 
improve their lives in terms of health, better information etc.  However engaging at the BOP 
and developing new products and services for the poor people involves changes in the 
management systems. In the BOP the infrastructure is often poor which can work as an 
obstacle for production, delivery, service, advertisement, etc. New ways of cooperating 
1 Price Performance Addressing the market opportunity at the 
BOP requires that we start with a 
radically new understanding of the price-
performance relationship compared to 
that currently employed in developed 
markets. This is not about lowering 
prices. It is about altering the price-
performance envelope.
7 Deskilling of work In most BOP markets there is a shortage 
of talent. Work must , therefore, be 
deskilled.
2 Innovation: 
Hybrids
The Bop market opportunity cannot be 
satisfied by watered-down versions of 
traditional technology solutions from the 
developed markets. The BOP market can 
and must be addressed by the most 
advanced technologies creatively 
combined with existing (and evolving) 
infrastructure.
8 Education of 
Customers
Innovation in BOP markets required 
significant investments in educating 
customers on the appropriate use and the 
benefits of specific products and services. 
Given the poor infrastructure for 
customer access, innovation in the 
educational process is vital.
3 Scale of Operations It is ways to succeed in a limited 
experiment, but the market needs of 4 to 
5 billion people suggest that the 
experiments must be commercially 
scalable. Scale of operations is a 
prerequisite for making an economic case 
for the BOP.
9 Designing for 
Hostile 
Infrastructure
The BOP markets exist in a hostile 
infrastructure. Design of products and 
services must take this into account.
4 Sustainable 
Development: Eco-
Friendly
The poor as a market are 5 billion strong. 
This means that solutions that we 
develop cannot be based on the same 
patterns of resource use that we expect to 
use in developed countries. Solutions 
must be sustainable and ecologically 
friendly.
10 Interfaces The design of the interface must be 
carefully thought through. Most of the 
customers in BOP markets are first-time 
users of products and services and the 
learning curve cannot be long or arduous.
5 Identifying 
Functionality: Is 
the BOP Different 
from Developed 
markets?
Recognizing that the functionality 
required in products or services in the 
BOP market might be different from that 
available in the developed markets is a 
critical starting point. In fact, developers 
must start from this perspective and look 
for anomalies from their prior 
expectations based on their experience 
with developed markets.
11 Distribution: 
Accessing the 
Customer
Distribution systems that reach the BOP 
are critical for developing this market. 
Innovation in distribution are as critical 
as product and process innovations.
6 Process Innovation A significant opportunity for innovation 
in BOP markets centers around 
redefining the process to suit 
infrastructure. Process innovation is a 
critical step in making products and 
services affordable for the poor. How to 
deliver is as important as what to deliver.
12 BOP Markets 
Essentially Allow 
Us to Challenge the 
Conventional 
Wisdom in 
Delivery of 
Products and 
Services.
By its very nature, success in BOP 
markets will break existing paradigms in 
innovation, product and service delivery.
Box 5: Twelve principles for BOP innovation. (Summarised from Prahalad, C. K. 20061: 28-46) 
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with local focal points or through self-help groups etc. can be crucial for marketing the 
product or service.  
The innovation sandbox 
Naturally all BOP activities has to be based on a specialised set of solutions, and in a further 
development of the above set of principles, Prahald (20063) suggests a so-called Innovation 
Sandbox model for corporations when strategising for the BOP.  
The Innovation Sandbox is framed by fixed constraints that are sector and context specific 
and defined by the corporation. The constraints are the walls of the sandbox within which 
the corporation can explore and experiment in order to innovate within the areas of capital 
intensity, values and organisation, specialisation, pricing, volume customer acquisition, 
workflow, and talent leveraging92. In the end the product has to live up to four criteria in 
order to be successful, that is, world class quality, a price reduction compared with similar 
products not produced for the BOP, scalability so that the product or service can be 
produced, marketed and used in many locales and circumstances, and finally, of course, it 
has to be affordable for the people at the BOP93. 
The process of innovation, however, does not stop with the first sandbox strategy, 
continuous innovation within the contextually changed constraints together with training 
and skill-building is necessary to stay successful at the BOP. Furthermore forming alliances 
or cooperating with interrelated organisations can add precious help to the innovation 
process and/or the production. Lastly Prahalad (20063: 9) underlines five premises that 
are required when adopting the Innovation Sandbox model. 1. As mentioned earlier 
managers have to rethink the entire business model. 2. Market research is not enough; 
managers have to understand the way of living of their BOP target group in order to fully 
understand the challenges in access, awareness, affordability and availability. Furthermore 
the understanding of what the people at the BOP actually need and want, instead of what is 
assumed that they need, is essential for the success of the products, services or processes 
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developed94. 3. It is important to accept the fixed constraints, which can help guide new and 
relevant innovation breakthroughs. 4. The innovation process should not be carried out in 
isolation, as “breakthroughs occur when there are clusters of innovations, taking place 
continuously over time, in small experiments from which companies learn rapidly, and in 
an ecosystem involving many collaborators and partners”. 5. That a clear and persistent 
commitment to a strategic intent is needed for the changes to be possible95.  
Hence innovations at the BOP can both be so-called disruptive innovations as well as 
smaller innovations originating from a cluster of innovations96, it can be innovations of 
products, services or processes. But regardless it is very important for business to focus on 
their supply-chain management to avoid innovation blowbacks97. Thus it is important that 
corporations continuously look for potential in introducing their innovations to more 
developed markets as well, as a way for corporations to earn more profits from their 
innovations, which can be used to expand and develop their BOP activities98. 
BOP constraints 
When trying to break through in the BOP and create business strategies that foster profit 
and development some broad constraints contribute to making the market conditions 
poor99 according to UNDP (2008) and Prahalad (20061). When strategizing for the BOP 
these constraints are important to reflect upon during business model development. 
Limited market information 
Corporations have too little knowledge of poor people as consumers, employees, producers 
and business owners. 
                                                         
94 Kandachar, P. & M. Halme 2007. 
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Ineffective regulatory environments  
There is a lack of efficient regulatory frameworks. Rules and contracts are not enforced; 
which means that people and enterprises lack access to the opportunities and protections 
afforded by a functioning legal system. 
Inadequate physical infrastructure  
Transportation is constrained by the lack of roads and supporting infrastructure such as 
water, electricity, sanitation and telecommunications networks are generally lacking. 
Missing knowledge and skills 
As consumers the people at the BOP might not have the knowledge of the use and benefits 
of products. As suppliers, distributors and retailers it can be problematic that the partner at 
the BOP deliver quality, products and services inconsistently, and not on time and at a set 
cost. 
Restricted access to financial products and services 
The people and SMEs at the BOP often lack credit and thus cannot finance investments or 
large purchases. Additionally they often do not have insurance, which means that they 
cannot protect their meagre assets and income against shocks e.g. illness, drought or theft. 
Finally the absence of transactional banking services is resulting in insecure and expensive 
financing for many people at the BOP100. 
Partnering for BOP development – Strengthening the supply response 
Cooperation with NGOs, local government or other public organisations can leverage local 
knowledge, networks and methods for working at the BOP. These organisations can 
furthermore help mediate and facilitate relevant relationships at the BOP. The capabilities 
of these local organisations can prove vital for BOP success and having a good relationship 
can help secure local goodwill. 
Additionally, cooperation with development agencies can further help secure a larger scope 
of the development effects, secure funding and important knowledge. This will be 
discussed further in the next chapter. 
                                                         
100 UNDP & Growing Inclusive Markets 2008. 
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BOP II: Co-create new business models and products 
Another branch of the BOP proponents headed by S. L. Hart and E. Simanis are working on 
what they call the BOP protocol. In the second phase of BOP models (BOP II) they underline 
the need to develop locally-embedded business models101. These kinds of BOP strategies 
are definitely more time consuming and more oriented towards long-term profits, thus 
many corporations might be reluctant to engage in this embedded innovation.  
The main differences in the two approaches are summarised by E. Simanis & S. Hart et al. 
(2008) as shown in the box below. 
 
Box 6: The main differences in the two BOP strategies (Simanis, E. & S. Hart et al. 2008: 2) 
Become native to the community 
Within this approach the focus is on a process where corporations have to alter the selling 
to the BOP approach as solely viewing the poor people as potential consumers. Instead 
corporations have to embed their innovation strategies and focus on becoming a long-term 
and integral part of the community ecology. The focus here thus changes from BOP 
consumers to BOP communities. This enables mutual learning and sharing, and secures the 
co-development of products and services relevant for the people at the BOP102. The BOP II 
strategy combines the capabilities of the community with those of the corporations and the 
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strategy can thus form the frame for co-evolving new value-propositions103. This approach 
will help embed the corporation within the existing mental model of the BOP community. 
One main point here is that while needs might be apparent there might often be no 
functioning market to serve, and Simanis (2008) argues that: 
“The misconception that “needs” are equivalent to “markets” leads corporations to 
wrongly adopt a market entry mindset.” [...] “Outside of a market context, companies 
and consumers confront ambiguity. Neither side has a frame of reference. Without a 
benchmark, all date concerning needs and wants – regardless of whether the data 
comes from a World Bank Survey, from designers using empathy-based methods, or 
from participatory poverty assessments with villagers – are predictions about an 
unknowable future” (Simanis, E. 2008: 4-5) 
Therefore if a corporation wants to do business in a context with no existing BOP markets, 
the corporation has to become locally embedded in order to be able to develop products 
and services within the frame of appropriate processes, price-schemes, delivery, 
continuous innovation etc. in order to create new BOP markets. The set of capabilities 
developed in the process are referred to native capabilities and this embedded process 
thus enables the corporation to have a strong competitive advantage and therefore acts as 
an excellent barrier to entry for other companies104. 
The BOP II strategy 
The framework behind the BOP II business strategy is fully described by E. Simanis & S. 
Hart et al. in The Base of the Pyramid protocol: Toward Next Generation BoP Strategies 
(2008)105.  
Before entering into the BOP four steps has to be taken, these are: 1. Site selection. BOP 
projects should be launched in places that are considered important for long-term strategic 
interest. The corporation should not have an extensive and well-established presence there 
but some facilities should already exist. Multiple sites are more complex to manage; hence 
                                                         
103 Simanis, E. & S. Hart 2008  and  Simanis, E., S. Hart & D. Duke 2008. 
104 Sánchez, P. J. E. Ricart & M. Á. Rodríguez 2007  and Simanis, E., S. Hart & D. Duke 2008. 
105 The Protocol Principles can be seen in Appendix 1. 
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a corporation should refrain from launching sites that it cannot support fully. 2. Team 
formation and preparation. The initial corporate team should possess a range of expertises 
in order to ensure that the generated business ideas draw broadly on the capabilities of the 
corporation and in order to secure continuity during the business development process. 3. 
Local partner selection. A local partner could be a community based organisation that is 
willing to learn and advance its mission, that staff is experienced in participatory processes, 
and that the organisation is socially embedded in the community. 4. Create a R&D White 
Space. The space enables linkages to the corporate-level resources and capabilities. The 
BOP activities needs to be supported by patient capital, license to experiment and has to be 
evaluated against long-term goals that emphasize learning. 
The in-field process consists of an opening up phase, a phase of building ecosystems and 
finally a phase of enterprise creation. The phases are divided into activities that overlap 
and evolve. As mentioned earlier, the strategy should be based on a logic of co-creation that 
enables joint decision-making and action-based learning and experimentation. The specific 
activities in the phases of the BOP II strategy model can be depicted as shown below: 
 
Box 7: Locally embedded innovation. The BOP II strategy (Simanis, E. & S. Hart 2008: 15) 
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In order to legitimise the time and money spent on the BOP project, the BOP strategy has to 
be scaled. The business model has to be efficiently transferred to multiple communities by 
reaching out to new communities, spreading the value proposition, and encouraging 
appropriate local adaptation and modification. Then the ecosystems have to be linked 
through community exchanges and deep listening approaches in order to customise to the 
local context. Finally a phase of enterprise re-creation has to be initiated by small-scale 
business pilots that secure the re-embedding of the original business model. The project 
team and corporations have to be aware to leverage the mother corporations’ brand 
credibility in order to “accelerate the development of the local market and to ensure a 
consistent brand image across sites”106. 
BOP initiatives and CSR 
The third assumption the BOP theory is based upon is that “The BOP market should be 
addressed beyond CSR initiatives as a part of the firms’ core businesses. CSR must become 
integral to the success of the firm in order to create senior management attention and 
sustained resource allocation. Thus a successful creation of BOP markets involves changes 
in both the functioning of the MNCs as well as the developing countries”107. However I will 
argue that the corporations can only gain from integrating their CSR and BOP strategies. 
The traditional way MNCs have carried out business in developing countries including 
large scale production will often only affect the poor people at the BOP through a ‘trickle-
down” effect108. Poor people often lack the skills required to work for the MNCs or their 
suppliers and the pro-poor development effects are thus left out. This is one of the main 
reasons why companies need to have the BOP as an explicit initiative in their business 
strategies, which can be as part of a direct profit seeking behaviour or as a part of their CSR 
policies.  
                                                         
106 Simanis, E. & S. Hart 2008. 
107 Prahalad 20061. 
108 Hopkins, M. 2007. 
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The early contributions from Prahalad advocates for the BOP approach to not be a part of 
the CSR strategy but purely as a way of increasing profit109. However income generation is 
very crucial in order for people living in poverty to change their consumer habits and 
should thus be an important part of a BOP strategy. Despite the fact that people at the BOP 
would like certain luxury goods as Prahalad argues, they are still to a large extent forced to 
spend a very large share of their income on food. By engaging in the BOP, corporations can 
co-create new products and services together with poor people. Therefore the second 
version of the BOP strategy offers an extended focus on doing business with the world’s 
poorest people; the business model has to be developed together with a local focus group 
in a shared process of product co-creation. However even with the changes in the BOP 
strategy it primarily targets the supply of products, services and processes and the uses 
thereof. Whereas this analysis suggests that in order to both address the supply and 
demand responses, BOP activities will be more sustainable and profitable if they integrate 
the companies’ broader CSR strategy into the BOP strategies. This view is shared with M. 
Hopkins (2007) who argues:  
“Prahalad and Hart (2002) have attracted attention through their work The Fortune at 
the Bottom of the Pyramid. Their agreement is that the key to unlocking this potential is 
for MNEs to use technology to produce affordable products to the poor, not how the 
poor are going to pay for them, that is, the demand side. The argument in this book is 
that looking at development through a CSR lens could, by examining both the supply and 
demand aspects of corporations and development, untap many more concerns than 
solely the consumption of the poor, that is to say CSR can untap the fortune from 
development.” (Hopkins, M. 2007: xi) 
By including the BOP approach into the CSR strategy more interest is generated along with 
increased availability of resources within the firm. If the management can see the potential 
of including the BOP activities into the strategic CSR efforts, that are increasingly gaining 
public attention, this opens up for the budgeting. Ideally the BOP initiatives should combine 
the CSR frame with an anchor in the R&D department, which will help ensure that core 
competencies are deployed and that new innovations are taken the furthest and integrated 
into the continuous development of the corporation’s capabilities. Additionally within this 
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combination the BOP activities can be used for building brand image, employee morale and 
satisfaction, and corporate reputation in both developed and new markets110. 
Prahalad’s reticence is due to a view of traditional philanthropy and CSR efforts as unlikely 
to become fully integrated with corporations’ core activities111. Thus he argued for a 
different approach to and engagement in the BOP in order to create a more just and 
humane society that can reach the full potential of the BOP and business collaboration:  
“For sustaining energy, resources, and innovation, the BOP must become a key element 
of the central mission for large private-sector firms. The poor must become active, 
informed, and involved consumers. Poverty reduction can result from co-creating a 
market around the needs of the poor.” (Prahalad 2006: xvi) 
However if the main focus is on the generation of profits, leaving the CSR dimension out 
might limit to the potential positive human development effects at the BOP. The CSR 
dimension can be a way of guiding the BOP projects in a direction that cares for profit, 
innovation and development. CSR can also act as a response to the inefficiency of the 
regulative environment in the area, CSR can both help reduce the negative externalities 
caused by businesses and can help ensuring business profitability112.  
The BOP and CSR strategies can supplement each other and it is important to acknowledge 
that CSR continues to increase its importance due to public awareness and public 
pressure 113 . Therefore this section will be concluded with a citation from The 
Confederation of Danish Industries that points to the opportunities arising from integrating 
BOP and CSR strategies: 
“Integrating CSR considerations in a business strategy for a BOP market can be a tool 
for proactively managing business risks. By working actively with factors that may 
alienate consumers / buyers or reduce productivity, companies that integrate CSR into 
their value-chain are able to minimise some of the business risks – with direct effect on 
                                                         
110 UNDP & Growing Inclusive Markets 2008. 
111 In an American context CSR is often regarded as philanthropy, whereas in Europe the concept in used as a 
more integrated part of corporations’ management models covering more than philanthropic activities.  
112 Hopkins, M. 2007 
113 DI; Confederation of Danish Industries 2007. 
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revenue, in addition to enhancing their image and strengthening employee satisfaction.” 
(DI; Confederation of Danish Industries 2007: 23) 
Discussion of the BOP theory and development 
Due to the recent developments and the ongoing testing of the BOP theory, it both has 
methodological and theoretical problems that need to be discussed further.  
The definition of the BOP 
The BOP concept refers to the people living at the base of the world’s economic pyramid. 
However, which income limit that should define who belongs to the BOP seems very 
unclear in the BOP literature, ranging from following the general 2$ a day poverty line, over 
4,1$114 ppp a day to as high as 8$115 ppp a day in an IFC study (2007). This methodological 
inconsistency can result from the BOP-theory’s roots in business management theories; the 
theory is not purely based on reaching the poorest of the poor but a much larger group that 
are poor in relation to all or many of the human development targets116. The theory also 
equally focuses on the businesses that can have potential success by entering into the BOP 
sphere. As such it can appear a bit superficial to be so unspecific about the main research 
objects, however when addressing the BOP from a business point of view, the people at the 
BOP are regarded as potential consumer segments and/or business co-developers, and as 
such it can be relevant to adjust the BOP group addressed based on the relevant company’s 
capabilities and interests when entering into a new venture. After all it will be the business 
that is the initiating agent of change in this approach since BOP projects is based on the 
companies’ interest in combining core competencies and profit-seeking and oftentimes 
within a CSR frame. Even in the so-called BOP II approach that has an increased focus on 
co-creation, the BOP people will still be the ones addressed by the company after 
consideration of location and demography, and not the other way around. 
                                                         
114 In 2005 dollars. 
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116 See Chapter one. 
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Another aspect of the broad definition of the BOP is the relatively wide differences in 
income and development level among the people living at the BOP. While the upper 
segment of the BOP might be easier to target for corporations, the very poorest of the BOP 
might still be left out due to the high cost and low immediate profitability117. The difficulty 
in getting BOP activities to the people living under the general poverty line calls for action 
beyond the private sphere, governments and development agencies thus have a basis for 
engaging in creating an enabling environment for BOP activities118.  
Aneel Karnani (2007) takes the critique further and states that the BOP approach is based 
on Western definitions of who are poor. His idea is that the people living above the 2$ 
poverty line might be poor “only in relative terms, especially to a Western researcher”119. 
However this critique can seem a little irrelevant or invalid if one considers the outset of 
the BOP theory of generating profit while making people living in the BOP better off at the 
same time. The “better off” can refer to many development aspects in the BOP theory; 
ranging from dignity, choice, bargaining power to increased income opportunities, etc. 
Thus it is not necessarily referring to increasing the real income of the people at the BOP. 
Even if people living at the higher end of the BOP might not be considered poor in local 
terms, they might still be interested in having a broader range of, and/or better quality 
products or services to choose from or more income opportunities. Some BOP projects are 
open to much local participation in product idea generation120 or partnerships and might 
include options for better access to information121. The goal of the BOP theory is to make 
the corporations aware of the potentials in the BOP that previously have been much 
overlooked, and at the same time point to the opportunities BOP activities can bring to 
poor people.  
Lastly, Prahalad regrets the lengthy debate concerning the exact size of the BOP as it is 
taking the attention away from what really matters, the opportunities for business to enter 
                                                         
117 Karnani, A. 2007. 
118 This will be discussed further in the next chapter. 
119 Karnani, A. 2007: 101. 
120 E.g. SC Johnson’s and Solae’s BOP projects in India and Kenya (E. Simanis & S. Hart 2008). 
121 E.g. e-government in Andhra Pradesh, e-choupals in India (C.K. Prahalad 2006). 
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into new areas, developing new business models and form new partnerships in order to 
create profits and foster development for people at the BOP: 
“My goal was never to measure poverty; much less with great precision. There are 
others who do this well. My goal is to look for an alternative to the tired and tested 
methods including government subsidies and public sector schemes to remedy this 
situation.” (Prahalad, C. K. 20062: 2) 
Poverty 
Perhaps inconsistency in the BOP demography definition drops more in the eyes because of 
the strong development rhetoric adopted in the BOP literature, using headlines as 
‘eradicating poverty through profits’ etc. Certainly the BOP literature shows inconsistency 
when addressing poverty, eradicating, alleviating and ending poverty etc. are used 
interchangeably122, and might contribute to blur the development objectives-part of the 
BOP theory. As stated earlier, the BOP approach can help alleviating poverty in terms of 
contributing to human development on the micro level. Hence the focus on income poverty 
is not a wide enough definition to incorporate the variety of development effects that BOP 
activities can bring along.   
Sustainability 
The social sustainability of the BOP projects is important in order for them to become 
successful, but much of the BOP literature seems to avoid addressing how to identify and 
assess what the poor people addressed actually needs and values123. It is important to learn 
from past experiences of corporations, NGOs and development agencies when providing 
new products and services to the BOP. Furthermore the people at the BOP segment that are 
being addressed by a corporation need to be more actively involved in the development of 
products and services including the delivery and a continuous value proposition:  
“Otherwise there is a high risk that despite good intentions many of the mistakes of the 
early years of development aid will be repeated. (Kandachar, P. & M. Halme 2007: 16)  
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The BOP II Protocol tries to address the issue of actively including local representatives as 
business co-creators, which seems interesting but it also involves long-term perspectives. 
Spending a long time on developing very locally specific products and services can 
unfortunately affect the short-term economic sustainability of BOP projects. The problem 
of combining social and economical sustainability with BOP projects calls for another 
cooperation partner, the public sector. Development agencies can provide both technical 
assistance and funding which might help improve the quality and sustainability of the BOP 
projects. The role of the public sector will be further analysed in the next chapter. 
Another sustainability aspect is the concerns for the environmental effects from BOP 
projects. For example the growing amount of products being made available to the people 
at the BOP in for instance small sachets exacerbates the growing problem of waste disposal. 
Environmental concerns have to be addressed as part of the production method, the design 
of products and services, and the management methods within corporations124 and can be 
included in their CSR strategies. However the problem of environmental sustainability also 
needs to be addressed by the public sector that can provide the regulative and enabling 
frame for enhancing sustainability. However it is important that regulation does not hinder 
activities at the BOP, the public regulation and incentives should encourage pro-poor 
supply-chain management and BOP activities involving more direct cooperation with and 
capacity building of the local partner instead of excluding local small-scale producers in 
favour of large-scale suppliers because of their inability to comply with high standards125. 
Besides the role that could be played here by development agencies and NGOs in helping to 
upgrade the local suppliers, the government can make BOP policies that enable local 
suppliers and corporations to work together in reaching the standards and becoming 
successful providers of products and services.   
An additional sustainability concern related to CSR policies is the quality and standards of 
the products, which raises questions of whether there is an acceptable trade-off level 
between lower costs and quality126. Since many development countries might have weak 
regulation and enforcement, the implementation of standards and new knowledge is within 
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the frame of corporation’s CSR.  However this raises other questions; for example if a soap 
that would be considered unhealthy in some European countries is acceptable to introduce 
in a developing country if it helps improving the hygiene and reduces related illnesses. The 
BOP proponents argue for an increased availability of products and services as bringing 
‘choice’ to poor people, and that it would be arrogant for others to decide for the people at 
the BOP what products that are good or bad for them. Prahalad refers to this as 
democratising commerce, when products and services are made available to more and 
more people127. However Karnani believes that this approach can lead people to make bad 
consumer decisions and underlines the importance of finding solutions to the divergence 
between private profits and public welfare128. 
One last and contemporary concern is in connection to the economic uncertainty that 
predominates in these times of the wide-spread financial crisis. One can fear that 
corporations will withdraw from their BOP activities, if they are rather peripheral to the 
corporation because they have refrained from making the BOP strategy integral to the 
business129.  
Sub conclusion 
This chapter has shown that the private sector can contribute to pro-poor development in 
the BOP by employing new and advanced business strategies by transforming the 
management models, leveraging the local capabilities and knowledge in order to create 
new products, services and processes for the BOP. Currently the people at the BOP often 
are un- or under served by the formalised private sector. The people at the BOP have very 
few choices when spending their limited income and the price of what they do purchase is 
often raised by the poverty penalty. However due to the high transaction costs and the 
notion that markets cannot be created at the BOP, most corporations have avoided trying 
to succeed at the BOP.  The BOP theory is a means of changing the mental model affecting 
many corporations when it comes to investing in developing countries. By altering the 
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negative assumptions, the BOP theory has helped pave the way for increased business 
activities at the BOP. The BOP theory wants the corporations to look upon the people at the 
BOP as value-conscious consumers, co-creators and entrepreneurs. 
Business activities at the BOP are important as a supplement to current public and NGO 
efforts to foster development, these organisations cannot alone reach the MDGs within a 
foreseeable future. The private sector can not only obtain improved profits, innovation, 
brand image and the like, the sector can help improve human development at the micro- 
and meso levels. The development effects include creating dignity and choice, meeting 
basic needs or locally relevant products, creating business opportunities and thus income-
generation options, and improving poor people’s ability to become more productive.  
Doing business at the base of the pyramid can be very difficult, costly and time-consuming 
due to the many constraints standing in the way. Furthermore many activities at the BOP 
might be related to people living above the general poverty line. This indicates that starting 
business with the poorest of the poor can be very difficult and seem too prohibitive to 
engage in for many corporations. Therefore public engagement in BOP activities can be 
relevant in order to enable activities at the very base of the pyramid. Additionally 
cooperation with public sector organisations can contribute to making BOP projects more 
sustainable and with a wider and deeper reach. The public sector roles will be addressed in 
the next chapter. 
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3. Public Sector Roles for Strengthening Responsible 
Business at the BOP 
 
Despite the potential positive gains for poor people in developing countries resulting from 
BOP initiatives, an enabling environment consisting of good governance, regulation and 
incentives can help ease the process and make BOP initiatives more appealing for more 
corporations worldwide. Furthermore development agencies can actively get involved in 
cooperation with corporations in order to initiate BOP projects with stronger development 
effects. By introducing the role of the public sector in BOP strategizing, the focus on the 
supply side – the development effects130 – becomes central. 
This chapter will focus on how to increase the role for the private sector in contributing to 
human development. The analysis is centred on the public-private sphere; on how public 
sector agencies can make it worthwhile for corporations to responsibly do business at the 
BOP, and how corporations in turn contribute to reaching the societal goal of human 
development. Within this framework corporations will be able to reach the people at the 
BOP that often previously have been un- or underserved by both public services and formal 
business. 
Increased focus on the private sector in development 
Since the 1990s the focus on the role of the private sector in development has increased 
intensively. The amount of FDI has increased significantly; more and more companies have 
outsourced production or services or opened up branches in developing countries. On top 
of this, CSR issues have gained public interest and are becoming ever more important for 
the corporations to keep their success.  
However doing business at the BOP is not only about outsourcing or producing for home 
markets. The BOP theory highlights opportunities for corporations to create new markets 
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and products based on cooperation with local partners at the BOP. Nevertheless the BOP 
segments are not an easy target and old management models used in home markets cannot 
be deployed at the BOP where the partners might lack traditional business skills and 
financial security, and where the potential consumers have very limited income. The 
challenges are many but possible to overcome and turn into positives such as innovations 
in management styles, however in many developing countries the ease of doing business is 
low and an enabling business environment is lacking.  
The enabling environment – The demand response 
The regulatory environment in a country directly affects the ease of doing business. Thus in 
order to attract MNCs it will help a country to have both good public governance and an 
enabling business environment. Furthermore BOP projects might be more likely to succeed 
in an environment that offers transparent regulation; effective dispute resolution, etc. (see 
Box 8).  
 
Box 8: The need for policy and institutional design as a supporting infrastructure for effective bop innovations 
(Kandachar, P. & M. Halme 2007: 8) 
Good public governance 
In order for BOP initiatives to gain a footing in developing countries as a serious 
contributor to human development good public governance is essential. Thus specific 
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governance aspects are needed in order to create an enabling environment for BOP 
initiatives, both to help promote BOP in prioritized areas and to make regulations, 
guidelines and various initiatives transparent and intelligible for the corporations and their 
partners at the BOP. 
This section addresses the institutional level of concrete laws but also the norms and 
culture of governance from a NIE perspective131.  
There exist various forms of governance since the form is conditioned and influenced by 
the institutional frame including the dominant mental model, and thus every state and 
organisation has its own form of governance132. Hence globalisation has brought with it 
new forms of governance since all organisations that cooperate or somehow encounter are 
participating on the basis of their own institutionalised norms. Through the dialogue in the 
cooperation new forms of governance are created reflecting both the involved parties’ way 
of achieving a common goal and the mutual balance of power133. 
The form of governance is based on different ideas of “good governance” and governance 
further exists on different levels, i.e. between individuals, organisations, and both on 
internal and hierarchic governance levels. The form of governance in an organisation is not 
constant since it both is a result of the historical path of which it is a part and a mediation 
between new decisions and various external influences. Thus the forms of governance in 
various developing countries can be affected by the mainstream agenda on CSR, 
development and good governance, but the resulting form of governance will also be 
dependent on the national historical path and mental model. The balance of power can 
further affect how strong the new influence is. 
Currently the debate in the development community (e.g. academics, donor agencies, 
development country states) is dominated by an approach inspired by new institutional 
economics in the quest for securing agreed societal objectives of sustainable development, 
i.e. economic, organisational, social and environmental development varying from different 
national settings. In this approach governance is defined as: 
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“[…] the traditions and institutions by which authority in a country is exercised for the 
common good. This includes (i) the process by which those in authority are selected, 
monitored and replaced, (ii) the capacity of the government to effectively manage its 
resources and implement sound policies, and (iii) the respects of citizens and the state 
for the institutions that governs economic and social interactions among them.” (World 
Bank Institute, 2009) 
Good governance is within this approach referring to effective and accountable 
organisations within the public sector. Good governance is thus widely recognised by the 
development community, with some variations, to include the following indicators: 1. Voice 
and external accountability; 2. Political stability and lack of violence; 3. Government 
effectiveness; 4. Lack of regulatory burden; 5. Rule of law; and 6. Control of corruption134 
135. These factors are needed for securing ‘good’ development, however in many developing 
countries the governance capacity of the public sector is lacking in one or more of the 
above-mentioned areas which make it a relevant target for development agencies to 
address. Furthermore the state has to address market failure and secure competition that 
are prerequisites for the thriving of a formal private sector.  
Thus governance capacity in the developing countries’ administrations contributes to their 
ability to create an enabling environment for BOP activities and the following discussion 
about the enabling environment should be seen in the light of this.  
Business environment 
It is crucial to have a supportive regulatory environment in order to secure initial 
corporate interest and involvement in the BOP, and also to sustain and scale-up and -out136 
BOP-business initiatives: 
“Without support from central and local government, there are unlikely to be sufficient 
incentives to pilot, let alone scale up, successful private sector initiatives and 
partnerships.” (Wilson, E. et al 2009: 3) 
                                                         
134 Kaufmann, D. 2002. 
135 It is within this understanding of good governance that the majority of contributions to the debate 
concerning the role of the public sector in enhancing CSR and BOP initiatives are derived.  
136 Scaling-out refers to replicating and contextualising the business model to more communities. 
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Efficient pathways for conflict resolution, business licensing, property exchange, etc. are 
important for creating transparency and reducing uncertainty and risk connected to doing 
business at the BOP. This includes a space for corporations to lobby for a better business 
environment and to report corruption. Prahalad (2006) refers to this as the transaction 
governance capacity and lists four specifications: 
A system of laws that allows for ownership and transfer of property 
A process for changing the laws governing property rights that is clear and unambiguous. 
As societies become more complex, a system of regulations that accommodates complex transactions. 
Institutions that allow the laws to be implemented fairly, in a timely fashion, and with transparency.  
 
National standards for CSR or CSR-related issues can also be important in guiding the 
businesses towards appropriate national norms, values and standards and preventing 
them from failing to live up to their expected responsibilities in the communities. 
Responsible business 
There is not always a clear business case for corporations to focus their BOP activities on 
creating human development or align their investments with national development goals; 
therefore it can be crucial to create an enabling environment for responsible business 
activities: 
“[…] the inescapable reality that the ‘business case’ for responsible business is inherently 
uneven, and that it therefore needs to be created and sustained where it does not exist. 
Furthermore, it means recognizing where business activities are currently aligned with 
development goals, and applying a mixture of policy instruments and interventions to 
create this alignment where this is not the case. At the heart of such an approach is an 
understanding of the ‘enabling environment’ for responsible business practice, and its 
relationship with development priorities.” (Fox, T. 2004: 30-31) 
In many developing countries it is not only the drivers for corporations to engage in CSR 
that are weak, but also the enforcement of regulations. Therefore strengthening 
Box 9: Transaction Governance Capacity (Prahalad, C. K. 20061: 83) 
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compliance through enforcers and inspectorates is a main feature of creating an enabling 
environment137.  
In order to address this problem of lacking private drivers for CSR and weak capacity to 
reinforce such drivers, capacity should be strengthened within (i) government agencies 
and public governance frameworks, (ii) business and business associations, (iii) specialist 
local intermediary organisations, and (iiii) civil society and workers’ organisations138. 
However this might require cooperation with development agencies or other relevant 
organisations that can provide technical assistance. Thus this should to be a focus of both 
the developing country and the potentially engaged development agencies, that together 
can empower the mentioned organisations through different measures such as training, 
effective coordination, and administrative systems.  
Public sector roles for increasing the development effects 
In order to create an enabling environment for responsible business practices and secure 
better development effects from business activities at the BOP, the public sector has to 
undertake roles that can encourage the private sector to act responsibly and become 
aligned with the nationally defined development goals. However it is an ongoing challenge 
for the public sector to get the mix of regulation and incentives right139.  
The CSR issues addressed by the public sector should be relevant for contributing to the 
reach of societal goals of economic, social and environmental development in the local 
context. Thus it is important to ensure that the policies will not act as a barrier to market 
access for local SMEs140. 
In general five overall roles for strengthening CSR are identified; these can be used alone or 
in combination depending on the different initiatives and the country-specific context. 
These roles are mandating, facilitating, partnering, endorsing and demonstrating141. By 
                                                         
137 Newell, P. 2006. 
138 Fox. T. 2004. 
139 Wilson, E. et al 2009. 
140 UN-DESA 2007. 
141 Ward, H. 2004. 
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using these five roles the public sector can deploy a sustainable approach to engaging both 
the private sector and the civil society in the agenda for making corporations act in a 
responsible manner and contribute more specifically to the development at the BOP. The 
roles can be defined as follows: 
Mandating (Laws, regulations, penalties, and associated public sector institutions that 
relate to the control of some aspects of business investment or operations)  
Facilitating (Setting clear overall policy frameworks and positions to guide business 
investment in CSR, development of nonbinding guidance and labels or codes for 
application in the marketplace, laws and regulations that facilitate and provide 
incentives for business investment in CSR by mandating transparency or disclosure on 
various issues, tax incentives, investment in awareness raising and research, and 
facilitating processes of stakeholder dialogue (though not necessarily in the lead).) 
Partnering (Combining public resources with those of business and other actors to 
leverage complementary skills and resources to tackle issues within the CSR agenda, 
whether as participants, convenors, or catalysts)  
Endorsing (Showing public political support for particular kinds of CSR practice in the 
marketplace or for individual companies; endorsing specific award schemes or 
nongovernmental metrics, indicators, guidelines, and standards; and leading by 
example, such as through public procurement practices) 
Demonstrating (Public sector agencies can demonstrate leadership to business in the 
exemplary way that they themselves engage with stakeholders or promote and uphold 
respect for fundamental rights.)  (Ward, H. 2004: 5 and 28).  
The first four roles of mandating, facilitating, partnering and endorsing and the connected 
types of tools can be seen in the box below, and furthermore an example of CSR themes and 
their related public sector activities can be seen in Appendix 2. 
 
Box 10: The central public sector roles in strengthening CSR. (Fox, T., H. Ward and B. Howard 2002: 4) 
Mandating "Command and control" legislation Regulators and inspectorates Legal and fiscal penalties and rewards
"Enabling" legislation Creating incentives Capacity building
Funding support Raising awareness Stimulating markets
Partnering Combining resources Stakeholder engagement Dialogue
Endorsing Political support Publicity and praise
Facilitating
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The roles provide the public sector with a range of tools that can help foster responsible 
business at the BOP and at the same time enables it to create schemes more attractive to 
corporations. The tools can thus not only be used to strengthen CSR but also to promote 
and enhance business activities at the BOP.  
Hence it is within this framework that both CSR and BOP initiatives can be enabled and 
where development agencies can engage in various forms of cooperation with 
corporations. 
Public-Private cooperation for BOP activities – Strengthening the 
corporate and development responses  
Despite the growing interest in BOP activities, the activities, however innovative, might 
prove unsuccessful by not reaching the poorest, not be socially and environmentally 
sustainable, or by being too complicated to even engage in. It should be in the interest of 
development agencies that the pace of human development increases in order to reach the 
MDGs. By getting the most actors engaged directly or indirectly in this objective, broader, 
more even sustainable development can be achieved. 
When selecting target communities for BOP activities corporations will tend to focus on the 
communities’ ability to afford their products and services, whether they possess relevant 
skills that can be useful in potential partnerships, or whether there are local SMEs or micro 
enterprises that can act as suppliers. The choice of target communities will therefore often 
tend to be the higher-end segments of the BOP rather than the poorest at the very base of 
the BOP142.  
Since the poorest segments of the BOP are the main target for development agencies it can 
be fruitful for the development agencies to partner with corporations to initiate BOP 
activities. By bearing some of the risks or providing start-up funding, the development 
agencies can help the corporations in the difficult initial phases of the BOP initiatives until 
the project becomes profitable and self-reliant. Additionally, it might also be relevant for 
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the development agencies to cooperate with the corporations in the scaling-up or scaling-
out phases of the BOP initiatives in instances where the partners in the BOP business 
model needs assistance, and cannot provide the financing or find additional investors. The 
public sector interaction can help stimulate the replication and adaptation processes until 
the project can be self-sustaining143. 
Cooperation forms for BOP facilitation 
Traditionally development agencies have been hesitant to integrate cooperation with the 
private sector into development policies and strategies. However this hesitation is slowly 
declining since cooperation between the public sector and corporations as argued above 
can leverage broad-based development and lead to additional and more sustainable 
development oriented investments in the BOP, which can prove as examples and inspire 
more corporations to follow their lead144. 
Development agencies can employ some of the above-mentioned roles as part of their 
development efforts and their cooperation with the private sector in order to enable more 
and better activities at the BOP145. The roles relevant for development agencies will 
primarily be within partnering as participants, convenors, or catalysts and within endorsing 
such as creating guidelines, standards etc.  
Counteracting constraints for BOP projects 
BOP programmes can directly address three of the five main constraints for doing business 
at the BOP. As will be analysed below, the development agencies can provide assistance in 
order to get proper market or community information, to provide training for knowledge 
and skills-building, and help the people at the BOP to get access to financial products and 
services146. 
                                                         
143 Wilson, E. et al 2009. 
144 UNDP has analysed a range of BOP projects and developed a matrix of strategies, constraints and solutions 
and are in the process of constructing market heat maps with information on income groups and possible 
demand for and access to products or services at the BOP. (UNDP & Growing Inclusive Markets 2008). 
145 For a very general benchmarking model for BOP projects see Preston, K. Et al. 2007. 
146 UNDP & Growing Inclusive Markets 2008. 
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Besides specific programmes directly aimed at BOP initiatives many of the already existing 
sector-wide approaches such as private sector development programmes and trade-related 
assistance indirectly contributes to removing the other two main constraints that prevent 
BOP initiatives to be undertaken or to be successful, these are ineffective regulatory 
environments and inadequate physical infrastructure. These programmes can help 
facilitate trade and business creation or be aimed at governance and public financial 
management or infrastructure, vocational training, etc.147. However these might not be as 
effective for the BOP initiatives as a dedicated BOP programme. Thus Activities in these 
areas can affect the local mode of governance and institutional norms and values148. 
Cooperation roles 
It is important to carefully assess BOP projects in order to avoid that the development 
agency will not be funding business development activities that the corporation most likely 
would have carried out without the assistance. Therefore it is important to underline the 
centrality of projects that have a potential development effect for the people living under 
the poverty line, since the main objective for the development agencies is to reduce poverty 
and create human development for this group. In this way development funding can reach 
riskier activities that might not give an immediate return from investments due to the 
complexity of the constraints present. Therefore it should be carefully considered which 
BOP projects to get involved in. The selection criteria could look like these: 
“(a) impact on the BOP segment; (b) innovative approach, scalability of their business 
models involving low-income groups as producers, consumers, distributors, and 
entrepreneurs; and (c) viability, sustainability, and growth potential.” (ADB 2008) 
For the development agency’s broad knowledge and technical know-how to be fully 
leveraged it is important to focus the BOP efforts on countries that are already targeted by 
the agency. In this way it can be assured that the development agency’s contribution to the 
BOP project adds more than just financial value149. The BOP programmes should avoid 
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148 North, D. C. 2005. 
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providing assistance for the actual development of BOP products and services as this 
should be based on the corporations’ core competencies.   
When initiating a BOP programme or facility the development agency needs a clear set of 
objectives, which specify the countries, sectors and BOP segments to be targeted. It should 
furthermore be clearly defined what kind of contributions the agency can bring to the 
cooperation be it financial or technical know-how150. On top of this, if and when a project 
proves successful or the opposite, it should be well documented and the lessons learned 
and best practices should be made easy available so that others can learn from it and it can 
inspire new BOP projects and BOP research .  
Contextual CSR issues as a part of the objectives should not act as a barrier for corporations 
but be a part of the technical assistance, and part of the funding could be earmarked to 
responsible business practices. Employing contextual CSR issues goes beyond a company’s 
general CSR code of conduct; it means that there has to be some clearly defined CSR issues 
specifically relevant for the BOP project and relevant for securing development effects. 
Having local partners be they community-based organisations, SMEs or public agencies 
should be a must for the BOP projects supported. By having local partners CSR practices 
and lessons learned can be spread locally and also, very importantly, local partners will 
help to ensure local anchorage and so sustainability. During the process it will become 
clear if certain skills and knowledge are lacking both in terms of the BOP partners and 
among the potential consumers. The development agency can therefore consider it 
relevant to facilitate appropriate training, ideally jointly funded with the corporation, and 
eventually it can assess as to whether related kinds of training could be relevant on a 
broader scale.  
Each project should also have clearly defined and mutually agreed upon objectives, 
milestones and indicators included in the project description and these should be 
addressed in monitoring reports. Additionally it is important to conduct a very thorough 
                                                         
150 E.g. an evaluation of Danida’s PPP programme shows that projects carried out in Danida’s programme 
countries are both more efficiently implemented and have more evident development effects than in other 
countries (Nordic Consulting Group 2008). 
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analysis in the project preparation process in order to assess the likely impact of the 
project151.  
In contrast to Prahalad’s focus on large MNCs, development agencies might prove it 
relevant to rather focus on SMEs that might be eager to engage in innovative BOP projects 
but that are more likely to lack in terms of funding, CSR and international experience. 
However it is important that the corporations meet the selection criteria so that it can be 
ensured that the effort can be put into the BOP project and not into capacity building of the 
corporation itself since this cannot be justified as development assistance. It could be 
relevant to cooperate with business associations when engaging SMEs; they have better 
knowledge of their members and might represent a cluster of SMEs that jointly want to 
invest in the BOP. 
Micro lending or financing schemes could moreover be included into BOP programmes in 
cooperation with relevant partners152. Micro lending can provide stability to and reduce 
vulnerability of local partners and suppliers. Furthermore it can enable more SMEs and 
micro-entrepreneurs to be able to participate in the BOP initiatives either as suppliers, 
distributors, or as communal focal points, or just make innovative use of the products and 
services becoming available from the BOP initiatives.  
In some cases it can be relevant to assess whether investments in local infrastructure will 
improve the project in terms of development effect and sustainability, and if found 
essential then the development agency can co-fund limited infrastructure with the 
corporation and local partners. 
BOP II issues 
The embedded innovation approach is very timely and costly and might thus be extremely 
difficult for corporations to engage in. Public sector support can provide the BOP II project 
with the patient capital and licence to experiment needed for the project to come into 
existence and to be successful. This approach focus a lot on mutual learning and local 
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empowerment and therefore it can be interesting for development agencies to engage in 
cooperation with corporations that want to do business embedded at the BOP.  
With their extensive knowledge and experience and, very importantly, their networks, the 
development agencies can assist the corporate team and help match the corporations’ core 
competencies with a BOP community that might have relevant local partners and can use 
the product or service to improve their lives. By assisting the team, the development 
agency can ensure that the focus is not only on product development but that it continues 
to stay within a frame of development objectives. When in the community, the 
development agency can assist in creating the project team using Participatory Appraisal 
and the Rapid Assessment Process in order to understand the community and its 
composition. The funding part can also be essential for BOP II projects to succeed in the 
initial in-field phases, especially if more sites are chosen, and in the scaling-up and -out 
phase.  
The scaling phase is important for BOP initiatives in order for the corporation to generate 
profit and for the development effects to be spread. However this part of the BOP theory 
has not been well documented or analysed. It could prove helpful for many corporations if 
such material was made available, therefore part of the development agencies’ BOP 
programmes could include the research of lessons learned and best practices from BOP-
scaling. Technical assistance could also be based on this research. 
BOP facilitation  
Based on the analysis above the box below (Box 11) is developed to show the relevant 
measures that a development agency can employ in order to facilitate sustainable BOP 
projects. 
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Box 11: Roles for BOP facilitation 
BOP programmes General development programmes
BOP constraints
BOP community and partner identification
Focus on target countries and sectors
Provide information on local settings Private sector development programmes 
Trade related assistance
Assess whether investments in local 
infrastructure will improve the project
Programmes for infrastructure
If necessary co-fund infrastructure with the 
corporation and local partners
Missing knowledge and skills Provide training and extension services
Programmes supporting vocational training, 
education etc.
Include micro financing or insurance 
providers into the BOP project
Engage in micro financing
Co-funding of BOP-scaling phase
Co-funding of the initial and start-up phases
Development goals
Clear objectives for the overall BOP 
programme
Participatory appraisal and Rapid 
assessment process
Carefully assess the BOP projects 
Provide relevant training Support nationally rooted  CSR efforts
Employ CSR practices relevant for the 
context
Innovations - Continuous BOP appraisal of 
products
Assist in the scaling phase - find new 
communities and network-partners
Conduct research on the scaling phase
Local partners
Document lessons learned and best 
practices
Thorough assessment of the corporation 
and project
Focus more on SMEs
Cooperate with business associations
BOP project awards - publicity
Asses local needs and interests
Thorough project impact analysis in the 
project preparation phase
Agree on project-specific objectives, 
milestones and indicators
Clarity of provided financial and technical 
assistance
Clear objectives for the overall BOP 
programme
Ensure that BOP projects actually need 
assistance
Reach the poorest BOP segment
Limited market information
Secure sustainability of the project
Secure broad development effect at the 
BOP
Inadequate physical infrastructure 
Ineffective regulatory environments 
Corporate need for short term profit
Restricted access to financial products 
and services
CSR - practices and community-wide
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When planning a new BOP programme, the development agency should make sure that it 
to a certain extent reflects the roles specified in the model. The weight of each role should 
be based on the specific objectives of the agency, and for the specific projects, the roles 
chosen should be weighted on the base of the context and the abilities of the 
corporation(s). The agency should also define the financial frame for the projects; what the 
maximum limit of financial support is and what percentage of the costs should the 
corporation itself cover of each step153.  
Sub conclusion 
The institutional matrix and the mental models characterising the individual developing 
country frame the way of governing, the regulatory environment, and thus the ease of 
doing business. Furthermore the societal function that the private sector is assigned and 
therefore the ways the private sector activities are regulated, if at all, are determined by 
that frame. However faced with new challenges from globalisation, the frame is being 
contested and continuously developed in order to respond to new challenges.  
When corporations operate across borders national norms and values for responsible and 
appropriate business behaviour have to be made explicit and developed in order to be 
relevant in the new context. By adopting five roles of mandating, facilitating, partnering, 
endorsing and demonstrating alone or in combination depending on the different 
initiatives and the country-specific context, deploy a sustainable approach to engage both 
the private sector and the civil society in the agenda for making corporations act in a 
responsible manner and contribute to the development at the BOP.  
These changes in public governance are time consuming and can benefit from development 
assistance in order to set up a regulatory environment that reduces the transaction costs. 
This helps to secure initial corporate interest and involvement in the BOP by reducing 
uncertainty and risks connected to doing business at the BOP and enables private sector 
activities to contribute to societal goals. The assistance can be in form of sector-wide 
                                                         
153 For an example of a current BOP programme see Appendix 3 and for an example of a BOP project in the 
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approaches to capacity building of the relevant ministries or it can take the form of 
programmes directly aimed at targeted groups and supporting business activities and 
provision of infrastructure.  
Furthermore in order to strengthen the development effects from the increasing business 
presence, the development agencies can initiate BOP projects that cooperate with 
corporations and that aim at reducing the main constraints for doing business at the BOP. 
The main constraints are limited market information, ineffective regulatory environments, 
inadequate physical infrastructure, missing knowledge and skills, restricted access to 
financial products and services, and corporate need for short term profit. Furthermore the 
programmes should focus on reaching the development goals by making sure that the BOP 
projects reach the poorest BOP segments; that CSR efforts are incorporated in practices 
and community-wide; that broad development effects at the BOP is secured; that there is 
assurance that the BOP projects would not be able to be carried out without assistance; and 
that the sustainability of the project is secured. And moreover clear rules for the timelines 
and carrying out of monitoring, evaluation and auditing are needed in order for these 
formalities not to slow the process. The facilitation of BOP initiatives can therefore help 
increasing the number of corporate activities that combines the search for profit with 
contributions to wider development objectives154.  
 
 
 
 
 
 
 
                                                         
154 Combinations of Type II and Type III corporate development activities. (see Chapter 1, the section on 
Development) 
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4. Conclusion 
 
High transaction costs due to severe constraints along with a rationale based on scepticism 
about poor people at the BOP to serve as business partners and about their ability to buy 
their products and services have contributed to a tendency among corporations to avoid 
the poorest segments within developing countries. The BOP theory contradicts this 
rationale by providing strategies for corporations to conduct business at the BOP. A great 
number of potential business partners and consumers can contribute to profit and product 
innovation and by co-creating new markets for their products and services first-mover 
advantages can be obtained. Constraints can force corporations to think out of the box to 
develop new solutions and business management models which can increase their 
efficiency and enable them to closely work together with partners from the local 
community in a context-specific continuous product innovation process. With an anchoring 
in the CSR strategies and R&D departments, improvements of corporate image and 
branding opportunities can arise together with the opportunity for the BOP products or 
processes developed to be transferred to higher-tier markets. The internal availability of 
funding for experimenting BOP projects might also increase because of such an anchoring.  
The corporate response include deep listening and dialogue with the BOP community and to 
cooperate on the development of products services and processes, this includes being open 
to innovations and new ways of local marketing. The corporations have to be aware of the 
constraints and in response innovate on such areas as capital intensity, values and 
organisation, specialisation, pricing, volume customer acquisition, workflow, and talent 
leveraging. In order to secure affordability, availability, acceptability (i.e. interest and 
willingness to use the product) and awareness of the products or services, and thus secure 
the relevance of the products to the people at the BOP, strategies to become further locally 
embedded are required. 
On the supply side, BOP projects can bring about development effects for the people living 
at the BOP not only because of the choice and dignity provided by having lower-priced and 
context-specific products and services available, but also by opportunities for increased 
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income for the people at the BOP by including them as producers, employees and business 
owners in the value-chain.  Increased access to production equipment, financial services, 
ICT and capacity building resulting from the BOP projects can moreover lead to increased 
productivity, better information and local innovation.  
On the demand side the national and community development goals can impact 
expectations on corporate activities and on the nature of responsible business. This 
includes the regulatory framework and the business environment, which will form the 
conditions within which the BOP projects have to be carried out. The public sector can 
make use of mandating, facilitating, partnering, endorsing and demonstrating roles in order 
to make business activities contribute to national goals and to strengthen the responsible 
business practices at the BOP. 
The poorest segments of the people living at the BOP are the main target for development 
agencies and therefore cooperation with the private sector can be productive in order to 
initiate BOP activities aimed at this segment and in order to strengthen the supply response. 
The development agencies can cooperate with the corporations on the base of their 
technical know-how, local knowledge, presence and networks. The agencies can 
furthermore provide start-up funding and assist corporations in the often complex initial 
phases of the BOP initiatives before the project becomes profitable and self-reliant. In 
addition, in the scaling phase of the BOP project it might be pertinent to cooperate with the 
corporations if the partners in the BOP business model need assistance expanding to new 
BOP communities, but cannot provide the financing or find additional investors. 
Furthermore it should be considered whether cooperation with relevant partners on 
providing micro lending schemes are relevant in the specific BOP context in order to 
contribute to stability for and reduction of vulnerability of local partners and suppliers and 
thus secure a broader local anchoring. Micro lending can thus enable more SMEs and 
micro-entrepreneurs to participate in the BOP initiative either as suppliers, distributors, 
and communal focal points or just enable them to make innovative use of the product or 
service becoming available from the BOP initiative. Overall the development agencies can 
facilitate BOP initiatives that can reach the poorest BOP segments, that can contribute to 
human development and that have responsible business practices with community reach. 
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The agencies thus have to carefully assess each project in order to ensure that development 
assistance is only given to projects where the assistance can add to the development and 
sustainability outcomes.  
Overall the research clearly shows that there are a number of mutually beneficial scenarios 
where development agencies and various sizes of MNCs can partner on BOP initiatives and 
leverage mutual strengths to improve living conditions for the poorest segments of society 
in a sustainable way. Well documented BOP experiences can additionally help further the 
awareness of opportunities at the BOP and therefore encourage more corporations to 
engage in business activities at the BOP. The integration of BOP facilitation into 
international development efforts can thus be an innovative way of contributing to the 
achievement of the MDGs and the overall objective of human development.  
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Appendix 1: BOP Protocol Principles 
 
To better ensure that the Protocol achieves its objective of generating mutual benefit, a set 
of business principles is expected to guide the MNC’s engagement with the BoP community. 
These business principles are stated at the beginning of the Protocol in the form of 
Operating Guidelines and a Code of Conduct.  
“Operating Guidelines” 
 Suspend Disbelief – willingness to admit ignorance 
 Put the Last First – seek out the voices seldom heard 
 Show Respect and Humility – all parties have something important to contribute 
 Accept and Respect Divergent Views – there is no one best way 
 Recognize the Positive – people that survive on $1 per day must be doing something right 
 Co-Develop Solutions – mutual learning among MNCs, partners and BoP members 
 Create Mutual Value – all parties must benefit in terms important to them 
 Start Small – begin with small pilot tests and scale out in modular fashion 
 Be Patient – it takes time to grow the ecosystem and win the trust before the business 
takes off 
“Code of Conduct” 
 Design businesses that increase earning power, remove constraints, and build potential in 
the BoP 
 Ensure that wealth generated by the business is shared equitably with the local community 
 Utilize only the most appropriate – and sustainable – technologies 
 Promote the “development” of affected communities as broadly as possibly in ways that 
defined by local people themselves 
 Track the “triple bottom line” impacts associated with the entire BoP business system 
 Monitor and address any unintended negative impacts associated with the business model 
 Share best practices with local partners to the extent possible 
 Report transparently and involve key stakeholders in on-going dialogue 
 Commit to increase community value regardless of the business outcome 
BoP Protocol Working Group 2009: ”Base of the Pyramid Protocol”, http://www.bop-
protocol.org/index.html 
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Appendix 2: Public sector roles and CSR themes 
 
T. Fox, H. Ward and B. Howard (2002) have tried to categorize some of the main CSR 
themes for developing countries and how the government roles can be translated into 
more concrete tools. These tools of course vary between countries and thus they are 
defined in a rather open way.  
 
 Box 12: Classification of public sector tools. (Source: Fox, T., H. Ward and B. Howard 2002) 
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Appendix 3: Example of a BOP facilitation programme 
 
As an example of how and what parts are covered in a BOP programme: The Ministry of 
Foreign Affairs of Denmark has in 2008 launched a specific BOP programme under Danida 
called the BOP Facility. 
BOP FACILITY 
Under the BoP Facility, Danida supports partnerships that develop Socially Responsible 
Innovation and include the poorest sector of the population at the base of the income 
pyramid155.  
 
Activities supported under the BoP Facility must be clearly identifiable with the partner 
companies’ area of business, and be consistent with the framework of the United Nations’ 
Millennium Development Goals.  
 
The BoP Facility can provide assistance in three different phases:  
 A Contact Phase in which the partners are identified or the partnership is 
consolidated and the initial partnership idea is clarified  
 A Study Phase where the business plan is developed and the local business 
environment is assessed  
 A Project Phase in which the partnership activities are implemented 
 
Box 13: BOP facility (Ministry of Foreign Affairs of Denmark 2008) 
                                                         
155 Ministry of Foreign Affairs of Denmark 2009. 
Support Activity Percentage of Expenses Covered by Danida
Partner identification  Counselling free of charge
Study of local needs 60%
Business model design
Test of BoP product Counselling free of charge
Study of local needs 60%
Business model design
BOP Support Facilities
Preparatory 
Pilot Phase 
